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THE REMEMBERING AND FORGETTING OF 


ADVERTISING 
HUBERT A. ZIELSKE 


How should advertising be scheduled? Should an advertising schedule be concentrated 


in an intensive “burst,” or should it be spread out over a longer period? For the same ex- 
penditure a relatively small number of consumers can be exposed to advertising many 
times, or a larger number can be exposed a smaller number of times. 

This unique study demonstrates how answers to these kinds of questions can be ob- 


tained. 


HOW THE STUDY WAS CONDUCTED 


HE purpose of this study was to meas- 
‘ee the rate at which consumers can 
be made to remember advertising . 
and the rate at which they forget it. 

Thirteen different advertisements from 
the same national newspaper campaign 
were used. The product was an ingredi- 
ent food, a staple in almost every home. 
Reprints of the ads were mailed in plain 
envelopes to women, and no other mate- 
rial was included. 

To maximize the opening of the enve- 
lopes, different-colored envelopes were 
used for successive mailings, return ad- 
dresses were varied from mailing to 
mailing, and stamps were pasted on en- 


@ About the Author. Hubert A. Zielske is the Man- 
ager of the Research Department and Supervisor of 
Advertising Research of Foote, Cone & Belding, 
Chicago. He received his B.S. from the University 
of Minnesota in 1947, and his M.B.A. from the Uni- 
versity of Chicago in 1950. 

Mr. Zielske was given the American Marketing 
Association, Chicago Chapter, 1957-58 Honor Award 
for advancement of science in marketing for the 
Foote, Cone & Belding experimental work on which 
this article is based. 


velopes rather than using metered mail. 

Two groups of women were selected 
in a systematic random manner from the 
Chicago telephone directory. One group 
received the ads at weekly intervals, 
every week for the first thirteen weeks 
of the year. The other group received 
the same thirteen ads; but they were 
mailed four weeks apart so that it took 
the whole year for the women to receive 
all thirteen. A total of 30,316 ads was 
mailed during the period of the study. 

Recall of the advertising was measured 
with telephone interviews throughout 
the year. The women interviewed were 
aided in recall only by a mention of the 
product—not by the brand name nor by 
any mention of advertising by mail. 
Their answers to questions about what 
the advertising looked like, what it said 
about the product, and where they had 
seen it had to prove that they were recall- 
ing the advertising mailed to them. 

In total, 3,650 interviews were made, 
not including “control” sample inter- 
views. Curves were fitted to the recall 
measurements obtained. 
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Asking a person if she remembered 
seeing any advertising for a product is 
likely to raise her normal interest level 
in advertising for that product for a pe- 
riod of time after the interview. To 
avoid the possibility that this kind of a 
bias would influence the findings of the 
study, no single individual was inter- 
viewed more than one time. This was ac- 
complished by dividing the basic sample 
into comparable sub-samples. 

A change in the normal level of aware- 
ness of advertising for the brand, during 
the period of the study, could influence 
the remembrance of the ads mailed. To 
check on this, a number of control sam- 
ples were selected. The women were in- 
terviewed, but were not mailed any ads. 
There was no evidence of any change in 
the normal level of awareness of adver- 
tising for this product over the period 
of the study. 


WHAT WAS FOUND OUT 


Figure 1 shows the percentage of house- 
wives who could remember the advertis- 


Per Cent 
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25 35 4045-50-52 
Week of the year 


FIGURE 1. Weekly percentages of housewives who 
could remember the advertising. 


ing during each week of the fifty-two 
weeks covered by the study. The curve 
for thirteen exposures at four-week in- 
tervals has a saw-toothed shape, since 
there was forgetting of the advertising 
between exposures in this schedule. Ac- 
tually there is also some forgetting be- 
tween exposures in the weekly schedule, 
but one week was the smallest ‘unit of 
time measured in the study. 


Remembering 


Exposures at weekly intervals devel- 
oped remembrance of the advertising at 
a faster rate, relative to the number of 
exposures, than exposures at four-week 
intervals. For example, after thirteen ex- 
posures, the percentage who could re- 
member the advertising was 63 per cent 
among women who had been mailed ads 
at weekly intervals; among those who 
had been mailed the same number of ads 


at four-week intervals it was only 48 per 
cent. 


Forgetting 


The advertising was forgotten at a sur- 
prisingly rapid rate. Immediately after 
thirteen successive weekly exposures to 
the advertising, 63 per cent could remem- 
ber it. But within only four weeks after 
the last exposure the percentage who 
could remember the advertising was cut 
in half. After six weeks, it had decreased 
by two-thirds. 

The rate of forgetting decreased as the 
number of exposures increased. Within 
three weeks after a single exposure, the 
percentage who could remember the ad- 
vertising declined from 14 per cent to 3 
per cent—a decrease of 79 per cent. How- 
ever, within the same period after thir- 
teen four-week interval exposures, there 
was only a 23 per cent decrease, from 48 
per cent to 37 per cent. 
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Single Burst of Exposures Versus 
Spread Over Year 


The intensive burst of thirteen weekly 
exposures to the advertising made about 
one-third more different housewives at 
least temporarily remember the advertis- 
ing as the same number of exposures 
spread out over the year. However, the 
concentration of exposures during the 
first thirteen weeks of the year left a large 
portion of the year with little or no re- 
membrance of the advertising. 

This would be a serious drawback for 
products which continually require re- 
membrance of advertising to maintain 
sales. In this case, the average weekly 
number of people who could remember 
the advertising would often be a more 
important criterion for evaluating the 
schedule than the number of different 
people who remembered it at one point 
or another during the year. 

The average weekly number of house- 
wives who could remember the advertis- 
ing, in the 52-week period covered by the 
experiment, was higher for thirteen ex- 
posures spread out over the year (29 per 
cent) than for the same number of expo- 
sures concentrated in the first thirteen 
weeks of the year (21 per cent). 


Many Exposures Among Few or 
Few Exposures Among Many 

What happened when each housewife 
was exposed to the advertising thirteen 
times might be considered analogous to 
buying thirteen advertising exposures in 


a medium which has a relatively small 
audience. It can also be shown what 
would have happened if a larger number 
of housewives had been exposed a smaller 
number of times. This would then be 


_ analogous to buying a smaller number of 


advertising exposures in a medium, or 
combination of media, which has a larger 
total audience. Compare the situations 
shown in Table 1. 

A combination of reducing the number 
of exposures per housewife and increas- 
ing the number of housewives exposed 
would increase the maximum number 
who could recall the advertising, that is, 
the number who could remember it at 
some point or another during the year. 
But it would reduce the average weekly 
number who could remember the adver- 
tising in the 52-week period. 


One Exposure Versus 
Thirteen Exposures 


Normally, as the number of exposures 
to advertising is increased, the amount 
of money spent is also increased. The 
“dollar efficiency” of various numbers of 
exposures refers to the number of “re- 
callers” achieved per dollar spent. 

Both the remembering rates and for- 
getting rates for advertising have to be 
considered in evaluating the dollar effi- 
ciency of various numbers of exposures. 
If the number of exposures in the experi- 
ment were reduced from thirteen to one. 
the loss in recall would not be limited to 
the difference between 63 per cent (the 
percentage of women who could remem- 


TABLE | 


PERCENTAGE AND NUMBER OF HOUSEWIVEs WHO COULD REMEMBER THE ADVERTISING 


Percentage recalling 


No. of 
housewives Weekly Weekly 
No. of exposures ex posed Maximum average’ Maximum average’ 
1 13,000 14.0 0.8 1,820 104 
13 (weekly) 1,000 63.0 21.0 630 210 
13 (four-week) 1,000 48.0 29.0 480 290 


152 weeks. 
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ber the advertising after thirteen weekly 
exposures) and 14 per cent (the percent- 
age who could remember after one ex- 
posure). All of the remembrance indi- 
cated by the shaded area of Figure 2 
would also be lost. 


Per Cent 
Recall 


70 


» 
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FIGURE 2. Recall of advertising after one exposure 
and after thirteen exposures. 


For example, assume that the expo- 
sures were directed at 13,000 people and 
that the cost per exposure was $50. Ap- 
plying this example to the present study, 
the dollar efficiency of one and thirteen 
exposures would be as shown in Table ez. 

In terms of the number of different 
people made to remember the advertis- 
ing at least temporarily, the dollar ef- 


ficiency for one exposure was higher 
than for thirteen exposures. 

But, in terms of the average weekly 
number of people who could remember 
the advertising, the reverse was true— 
the dollar efficiency of thirteen exposures 
was higher than that of one exposure. 


HYPOTHESES ABOUT ADVERTISING 

This controlled experiment suggests 
several hypotheses about the scheduling 
of advertising. Although some are per- 
haps a statement of the obvious, others 
require additional study before they can 
be accepted without qualification. 

Here are the hypotheses: 


Exposures at weekly intervals will de- 
velop remembrance of advertising at a 
faster rate, relative to the number of 
exposures, than exposures at four-week 
intervals. 


Advertising will be quickly forgotten 
if the consumer is not continuously ex- 


posed to it. 


As the number of exposures to adver- 
tising increases, the rate at which it is 
forgotten decreases. 


lf the objective of the advertising 
schedule is to make a maximum num- 
ber of people at least temporarily re- 
member the advertising, then: 

An intensive burst of thirteen weekly 
exposures would be preferable to 
spreading them out over the year. 

Fewer exposures per consumer, 


TABLE 2 
NUMBER OF HOUSEWIVES WHO COULD REMEMBER THE ADVERTISING PER DOLLAR SPENT 


No. recalling advertising 


No. recalling per dollar 


No. of exposures 


Maximum 


Weekly 
average’ 


Weekly 


Maximum average’ 


1 
13 (weekly) 
13 (four-week) 


1,820 104 
8,190 
6,240 


36.4 2.1 
2,730 12.5 42 
3,770 9.6 58 


1 52 weeks. 
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among a relatively large group of con- 
sumers, would be preferable to thir- 
teen exposures among a smaller group. 

The dollar efficiency of the advertis- 
ing decreases as additional exposures 
to the advertising are purchased. 


If the objective of the advertising is to 
obtain a maximum average weekly 
number of consumers remembering 
the advertising in a 52-week period, 
then: 

Spreading thirteen exposures out 
over the year would be preferable to 
an intensive burst of thirteen weekly 
exposures. 

Thirteen exposures per consumer, 


among a relatively small group of con- 
sumers, would be preferable to fewer 
exposures per consumer among a 
larger group. 

The dollar efficiency of advertising 
increases as additional exposures to the 
advértising are purchased, at least up 
to thirteen exposures. 


The present experiment was limited 
to a comparison of two extremes in 
scheduling thirteen exposures; and many 
of the hypotheses above require further 
verification. An additional series of con- 
trolled experiments is planned, in order 
to broaden the scope of this initial study 
and to provide a check on its findings. 


Reprints of all articles in this issue are available at the following prices: 


Black-and-white self-cover 


Single reprint 
Two reprints 
Three reprints 
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Additional 100’s, each... 


Blue cover (like Journal) 
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Quantity discount 
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THE NEED FOR MARKETING ENGINEERING 


HENRY G. BURGER 


The Industrial Revolution produced an applied science of industrial engineering. As 
the spotlight has shifted from manufacturing to marketing, however, no similarly sys- 
tematic treatment has appeared for the “creative” techniques of distribution. 

Ninety-eight per cent of new products fail. Yet the years have revealed many examples 
of successful introduction of new products; and the author believes that these cases should 
be classified and indexed into a ten-part loose-leaf treasury of marketing tactics. From 
this step might follow the other elements of scientific method: deduction, hypothesis, and 


verification. 


THE ISSUE JOINED 


HE “trade of advertising [is] now so 
f pat perfection that it is not easy to 
propose any improvement.” This com- 
ment comes not from the 1957 Frey Re- 
port, but from the writing of Samuel 
Johnson in 1759.’ 

In the two hundred years since then, 
we have been trying to perfect the imper- 
fectable. How do we stand? What will 
be our yardstick? 

I. Q.’s are not measured by asking the 
examinee to study the test at home. Sim- 
ilarly we should not measure marketing’s 
I. Q. by its actions on products already 
accepted. A truer measuring rod might 
be new-product success: the proportion 
of new items that succeed within two 

* Quoted in Earnest Elmo Calkins, And Hearing 


Not ... (New York: C. Scribner’s Sons, 1946), p. 
228. 


@ About the Author. A Pulitzer Scholar, Henry G. 

received his A.B. at Columbia College in 
1947. Then began a stint as industrial engineer in 
manufacturing plants to observe scientific manage- 
ment. After gaining this experience, Burger struck 
out for himself as manufacturers’ representative. 
He gradually worked into marketing plans, on ac- 
counts such as Wesson Oil, Bergdorf Goodman, Na- 
tional Shoe Institute, Chap Stick, and Flav-R 
Straws. As merchandising consultant, Mr. Burger 
suggests tactics to product-design firms and adver- 
tising agencies. A contributor to Printers’ Ink, Tide, 
and Sales Management, the author is also merchan- 
dising feature writer for Research Institute of 
America, and lectures in merchandising at the City 
College of New York. 
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years of their introduction as compared 
with the proportion that fail. 

About 98 per cent of the new products 
of all firms (and 81 per cent of the new 
products of large corporations) perish.” 
Samuel Johnson was clearly looking only 
at the bright side of the coin. 

Today's still “unpredictable” cam- 
paigns remind one of an epic in the his- 
tory of human reasoning. Percival Low- 
ell in 1915 noted slight, “unpredicted” 
aberrations in the course of the planet 
Uranus. He could not fully explain them 
by the gravitational pull of outermost 
planet Neptune. Were he at a Manhat- 
tan marketing headquarters today, he 
might accuse the “‘system’”’ of being fickle, 
or the management of budgeting insuf- 
ficiently to obtain harmonious measur- 
ing tools. More dramatically, he might 
have fired his “astronomy agency.” 

Instead, Lowell painstakingly recorded 
each tittle of the actual course. He was 
led to hypothesize that there must be a 
tiny heavenly body upsetting Uranus 
from a distance 1,883,000,000 miles away. 
Fifteen years passed before Clyde Tom- 
baugh found the planet Pluto, just six 
thousand miles in diameter, exactly as 
predicted! Thus man was able to foretell 


*U. S. A., Small Business Administration, Man- 
agement Series No. 17, New Product Introduction 
(Washington: Government Printing Office, 1955), 
P- 3- 


| 
| 


THE NEED FOR MARKETING ENGINEERING 


245 


the influence of an object on a “market” 
removed by a distance 300,000 times its 
own size—a market filled with “‘compet- 
ing products” (comets, etc.). 

In 1958, managements call on us, sal- 
aried fer better than Lowell, to forecast 
the influence of products backed by siz- 
able expenditures. We predict for a 
rather homogeneous market extending 
a distance of just three thousand miles— 
easily traveled and observed. And we are 
wrong forty-nine times out of fifty. 

Furthermore, it looks as if marketing’s 
score may worsen. For America, tradi- 
tionally the land of ingenuity, is said to 
be running short of creative people. Da- 
vid Riesman and other observers see a 
grayer-flanneled Organization Man a- 
making.® 


MANUFACTURING ONCE AS 
UNSYSTEMATIZED AS MARKETING 

Today's marketing mixup is accom- 
panied by a frenzy which corresponds in 
the latter part of the last century to the 
manufacturing melée. Even one of the 
greatest engineers, John Fritz, laid out 
patterns by tracing with a stick on the 
blacksmith shop floor.* Each factory in 
America developed its own entirely dis- 
tinctive techniques of manufacturing. 
Great secrecy surrounded each improve- 
ment. There was no passkey from one 
firm to another and one industry to an- 
other. 

Into this scene strode Frederick Wins- 
low Taylor, paying little heed to the 
“practical” man’s perpetual protest, 
“You can’t standardize human nature.” 
In a typical operation, Taylor shortened 
the arm and scoop of a coal shovel so 
that the load dropped from thirty-eight 
pounds to twenty-two pounds. Increas- 


* William H. Whyte, Jr., The Organization Man 
(New York: Simon & Schuster, Inc., 1956), passim. 

*Frank M. Copley, Frederick W. Taylor (New 
York: Harper & Bros., 1923), passim. 


ing rest breaks, he decreased the work 
portion of the day to just 43 per cent of 
the time. While normal output remained 
twelve and a half tons a day, his scien- 
tific shoveler steadily produced forty- 
seven tons! 

Taylor’s approach grew into a disci- 
pline: industrial engineering. Industrial 
engineers collected data, then analyzed 
it, offered hypotheses, and finally ver- 
ified. And this is, of course, the scientific 
method. 

First came qualitative principles of 
motion economy-—‘the human hands 
should work simultaneously with dupli- 
cate parts in opposite and symmetrical 
directions.” Then the engineers quanti- 
fied them, and set up standards of layout 
and process. They became able to pre- 
dict accurately the time needed to assem- 
ble many parts not yet manufactured— 
in an unbuilt factory anywhere. 

So arose the concept of scientific man- 
agement—fostered by, but now far be- 
yond, production management. 


ARTS CAN BE TRANSFORMED INTO SCIENCES 


Taylor had not been educated as an 
engineer. Indeed history reveals that the 
arts are rarely systematized by their own 
artists. More often the culling is per- 
formed by men who have gained scien- 
tific insight from a cognate field. 

The management of chemical reac- 
tions was the preserve of the alchemists; 
then non-alchemist Mendeleev slew the 
dragon with his Periodic Table of the 
Elements. The arrangement of books 
was surely considered an art, and a mat- 
ter of taste. Then Melville Dewey of- 
fered his Decimal Library Science. The 
choice of synonymous thoughts was con- 
sidered art. Next physician Peter Roget 
showed that human communication was 
classifiable like the colors of a spectrum. 

In fact, civilization can be viewed as 
a series of steps transforming arts into 


we 
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sciences: morphology by Darwin, botany 
by Linnaeus, anatomy by Grey, etc. 
The social sciences find that in group 
actions human beings are quite predict- 
able. The observation applies not only 
to the mythical mass man, but even to 
Walt Whitman's ‘‘simple, separate . . . 
En Masse . . . Democratic . . . person.” 


MARKETING THINKS IN MEANS 
INSTEAD OF ENDS 


Unfortunately marketing has grown 
up medium by medium rather than as a 
unified operational concept. American 
salesmanship began in its present form 
somewhere near the 1820's; advertising, 
perhaps about 1900; publicity, around 
1930. Today’s businessman earnestly 
gropes for a blending force (‘integrated 
marketing”), but each medium remains 
stronger than any court guardian that 
may be appointed. 

The techniques used by would-be in- 
tegrators remain media tools. The mar- 
keting field has lacerated itself into 
copywriters, designers, etc., rather than 
dividing by problem, such as small- 
household-marketers, reorder-marketers, 
etc. 

Perhaps operational integration will 
never be achieved until marketing 
knowledge itself is classified by problem 
instead of medium. For linguists point 
out that a group is forced perpetually to 
look at a topic in terms of the language 
pattern in which it has traditionally 
been codified. 

Suppose that physicians were organ- 
ized not by patients’ problems (such as 
ophthalmologists) but by pre-packaged 
solutions. When you felt ill, would you 
look in the telephone directory for a 
“sulfa-drug physician”? Or would you 
gamble that the better answer was an 
“isotope physician”? Wouldn’t medicine 
be filled with brilliant operations but 


dead patients? Is this a key to certain of 
today’s marketing campaigns? 

In addition to classifying by means in- 
stead of ends, today’s topsy-grown dis- 
tribution field does not even cross-polli- 
nate among the means. So it fails to gen- 
eralize and interchange experience. It 
throws an insupportable burden of spe- 
cific precepts onto marketer and buyer. 


ISOLATING THE VARIABLES 


The essentials of scientific method 
are observation, deduction, hypothesis, 
and verification. Marketing, however, 
has yet to take the first step. It rarely 
recognizes the repetitive and therefore 
predictable nature of many of its tri- 
umphs and tragedies. 

Today many businesses still approach 
problems as if they were one-dimen- 
sional. But, since there are a number of 
dimensions to each, why not cluster ex- 
isting information around every one of 
the variables? After all, Linnaeus did 
not wait for a Grand Design. He simply 
found it practical to group plants by 
their number of stamens, and within 
this arrangement by their number of 
pistils. 

It may be argued that botanist Lin- 
naeus, astronomer Lowell, and “effi- 
ciency expert” Taylor mea-ured objec- 
tive, physical phenomena. Marketing in- 
volves “unpredictable” human nature. 
But sublime plants, God’s heavens, and 
workmen’s inherent skills were once 
considered inspired. It was in each case 
brilliant analysts who showed that un- 
predictability consisted merely of mul- 
tiple variables. 


THE DIMENSIONS OF “PRODUCTOLOGY” 

The prospect and the product could 
be formed into a science of “produc- 
tology.” This discipline can be organized 
under the traditional journalistic ques- 
tions: 
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Variable Sphere Goal 
WHO should buy the 
product? Prospecting How to find customers 
WHY Motivations How to appeal to prospects 
WHAT Product uses 


IN WHAT STATE Product “physiques” 


IN WHAT WAY The marketplace 


WHEN The “persuasion cycle” 


BY WHAT MEANS 
WHERE 
HOW MUCH & OFTEN 


Expression 


Sizes of sale 


Channels (media and outlets) 


What attractions has each type of product 

How to exploit the existing physical con- 
ditions of products 

How to excel competition 

How to close sales 

How to dramatize ideas 

How to distribute messages and products 

How to sell larger quantities 


These represent nine major catego- 
ries. With a thoroughly detailed index 
covering all problems, the result would 
be a ten-dimension, decimal-type treas- 
ury of marketing tactics. 


Organization of Knowledge on Prospect- 
ing 

Begin with the first dimension: who 
should buy the product? In finding cus- 
tomers, the treasury might start by item- 
izing the available categories of pros- 
pects. For instance, there are one’s own 
inactive customers, and one’s competi- 
tors’ customers. 

Now, how can the profitability of each 
type be measured? Among the tactics, 
the planner, or “Marketing Engineer,” 
should be reminded of Champion Spark 
Plug Co.'s technique for automating the 
cost of prospecting. Their salesmen in 
the field indicate the outcome of calls by 
mark-sensing punch cards. 

A next step in finding profitable pros- 
pects might be to contrast these “input” 
cards with the firm’s shipping depart- 
ment’s “output” punch cards. Thus, the 
sales effort could be divided by the 
amount of the sale. A simple automated 
measure of efficiency would result. Time 
and the comptroller would refine it to a 
measure of prospecting profitability. 


Organization of Knowledge on Motiva- 
tions 

Product acceptance can be correlated 
with what anthropologists term cultural 


values. To systematize this area, an en- 
tire science of “Cultural Productology” 
may have to arise. Yet it has been only 
some half-dozen years since marketers 
took cognizance of the most obvious 
portion, consumer motivations. So, the 
next section of a marketing treasury 
should begin with the basic value-pro- 
file of American culture. Anthropolo- 
gist Cora duBois sees it as a blend of 
conformity, effort-optimism (‘“try, try 
again”), and material well-being.’ From 
these three premises, today’s folkway 
trends can be detected toward values such 
as: 


“middle goalness” optimism abundance 
sameness activism bigness 
togetherness mobility materialism 


After this briefing on values common 
to most Americans should follow a list 
of motivations peculiar to certain sta- 
tuses, classified under: 


family position wealth personality 
age occupation etc. 


For instance, the Mennen Company 
found that mothers-to-be felt not un- 
mixed joy, but isolation from their com- 
munities. So it arranged parties for them 
to promote its new line of baby oils. 
Why should this successful know-how 
not be used by others? It is a sound tac- 


*Cora duBois, “The Dominant Value Profile of 
American Culture,” American Anthropologist, Vol. 
57, No. 6, Part 1 (December, 1955), pp. 1233-1244. 
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tic for any group isolated by family con- 
dition, occupation, or otherwise. 


Organization of Knowledge on Product 
Uses 


Uses seem to be classifiable under the 
usual questions, such as: 


Why (product functions, such as beauty 
products) 

When (occasions). For instance, “slave” 
products like Worcestershire Sauce are 
used only when “master” products call 
the tune. 


How (applications; conspicuous consump- 
tion, etc.) 


As an example, from the section on 
motivations the marketer has learned of 
the strong current toward indulgence 
and away from “Puritanism,” as_re- 
ported by Ernest A. Dichter and others.® 
Likely candidates are products used 
prominently or products used function- 
ally to perform chores. 

It seems reasonable to attribute much 
of the success of Ford Motor Co.'s play- 
ful Thunderbird to its attunement to 
this trend. Yet the same firm switched 
themes to design a Continental Mark 
II “monkishly’* and an Edsel that came 
out jagged and “clumsy.” 


Organization of Knowledge on Product 
“Physiques” 

Physical characteristics might best be 
arranged in the same sequence as Roget 
saw them in his Thesaurus: size, form, 
motion, etc. Marketers would refer to 
this section when it is easier to add cus- 
tomers by changing markets than by 
changing machinery. 

Suppose a cloth firm finds itself fac- 
ing oversupply. Its existing machinery is 
hard to change. The Groupthink solu- 

**“Fun Products: A New Market,” Tide, Vol. 31, 
No. 22 (November 22, 1957), p. 28. 


*“Super-Luxury Cars—Any Takers?”, Fortune, 
Vol. 55, No. 6 (June, 1957), pp. 160-238 passim. 


tion would be brainstorming. But this 
“cerebral popcorn” is unsystematic. One 
man should track down each property 
peculiar to cloth (it obscures light, in- 
hibits sprays, etc.) and then exploit it.* 

Why, however, should each firm have 
to duplicate the work surely done many 
times before by other firms? The tactics 
for exploiting each “physique” should 
be itemized in the marketing treasury. 

Sticky semiliquids, like mustard as an 
illustration, are more pleasantly dis- 
pensed if their containers do not stick 
to them, but return to shape as by “plas- 
tic memory.” And pressure materials 
such as polyethylene squeeze bottles 
have been available since the end of 
World War II. Yet ten years passed be- 
fore a secretary at Bristol-Myers Co., 
applying condiments from a squeeze 
bottle at lunchtime, did make the men- 
tal interchange that resulted in Ipana 
Plus dentifrice, a new form of Ipana 
toothpaste in tubes.® 

How professional would we judge an 
engineer if he selected materials for 
building bridges by making his secre- 
tary’s lunchtime a hunchtime? 


Organization of Knowledge on the Mar- 
ketplace 


The problem of competition seems to 
resolve itself into these facets: 


Absolute price (big and little “tickets’’) 
Exclusive features (marginal differentia- 
tion) and new product development 
Relative price (superiority and inferiority) 
Profitability (profit contribution). 


Item: Prospects demand _ reference 
points to judge new or changed prod- 


* Bernard S. Benson, “Let's Toss This Idea Up 
.. »” Fortune, Vol. 56, No. 4 (October, 1957), pp. 
145-146. See also “Yale Study: Brainstorming Blocks 
Creativity,” Printers’ Ink, Vol. 262, No. 8 (February 
21, 1958), pp. 64-65. 

*“News of Advertising,” New York Times (Octo- 
ber 6, 1957), Section 3. 
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ucts. So, when S. C. Johnson & Son, Inc., 
changed contents of its Glo-Coat Wax 
by increasing it one-third, the firm 
marked the top third of the can in a 
different color. Yet when H. J. Heinz 
Co. introduced its ketchup’s easier-to- 
pour container, the company simultane- 
ously changed shape, height, weight, and 
price. The result was that this “improve- 
ment” was not bought, and had to be 
discontinued."° 


Organization of Knowledge on the “Per- 
suasion Cycle” 

The persuasion process first selects 
the times for contacts. Then it attracts 
prospects, awakens attention, interests 
the attentive. Finally it samples the 
product (actually or by idea), makes 
prospects desire it, and closes the sales. 

Salesmen, who persuade face-to-face, 
long ago itemized this sequence. Even 
the U. S. Army cautions officers to train 
men one “A.I.D.A.” step at a time (At- 
tention, Interest, Desire, Action). 

Unfortunately those who wish to per- 
suade at a distance—the advertising fra- 
ternity—seems to have made limited ef- 
fort to dissect the “Persuasion Cycle.” 
To attract attention is not identical with 
inciting action. Yet much advertising re- 
search assumes that all that attracts 
(“glitters’’) is sales-closing (“gold’’). 

Crossley, for instance, stressed the 
audience of the Charlie McCarthy pro- 
gram of October 30, 1938. It was 9.6 
times as great as the listeners to the 
Mercury Theater of the Air that played 
opposite. Today hardly anyone remem- 
bers the evening’s puppetry. But mil- 
lions still recall (and thousands took 
immediate action on) Orson Welles’ in- 
vasion from Mars! 

One researcher recently discovered an 


““Why Did Heinz Change?”, Advertising Re- 


quirements, Vol. 5, No. 12 (December, 1957), pp- 


92-95- 


inverse relationship between quantities 
of raw prospects attracted (readership) 
and quantities of more qualified pros- 
pects (inquiry-senders). Since good ad- 
vertising should screen out the non-pros- 
pects, does not this finding make sense? 
But it did not push his firm to develop 
measurements for the later steps of per- 
suasion. This seller of early-stage reader- 
ship concluded that the better an ad, 
the less coupon response it should pro- 
duce!" 

To assume a connection between 
memory and attitude, warns marketing 
consultant Peter Drucker, “there is 
no foundation.”’* Concludes merchan- 
dising ‘dean’ E. B. Weiss sadly, “There 
is still little science in scientific market- 
ing.”38 


Organization of Knowledge on Express- 
ing Ideas 

Certain problems of meaning arise far 
more often than others in marketing, 
such as: 


How to compare 

How to endorse 

How to hint 

How to make memorable 
How to upgrade 

How to maximize 


And there are concrete ways of show- 
ing customers each idea, both verbally 
and pictorially.™ 

The problem of memorability may be 
much of the key to marketing messages. 
Yet organized knowledge on this matter 
is scandalously lacking. Ebbinghaus’s 


“=“The Best Ads Pull the Fewest Inquiries,” 
Printers’ Ink, Vol. 262, No. 4 (January 24, 1958), 
PP. 59-60. 

Printers’ Ink, Vol. 261, No. 5 (November 1, 
1957), P- 40- 

*“On the Merchandising Front,” Advertising Age, 
Vol. 29, No. 1 (January 6, 1958), p. 48. 

“Showing Customers What They're Getting,” 
Printers’ Ink, Vol. 261, No. 6 (November 8, 1957), 
P- 74- 
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memory findings would probably be 
relevant to many media decisions made 
daily. How readily do they appear for 
consideration during plans-board meet- 
ings? 

From the dynamics of memorability, 
consider a relatively simple and static 
factor: trade-marks. The recent trend 
seems to be toward abstractions. Alcoa 
Aluminum represents itself by triangles. 
Connecticut General Life Insurance has 
cast its corporate hat into the ring of 
concentrics. 

In an opposite corner of the ring, 
however, stands designer Jim Nash. 
“You know my belief in the value of easy- 
to-recognize symbols as trade-marks,” he 
says, rather than “abstract shapes such as 
squares, diamonds, circles, triangles.”* 

Why should trade-mark memorability 
be a matter of belief? Are both abstract 
and descriptive equally memorable? 


Should not someone begin research on 


this problem? 

Investigator Frank R. Elliott found 
that descriptive names are 5.7 times as 
memorable as abstract.’° But his find- 
ings have not yet been brought to the 
codified attention of marketers. 


Organization of Knowledge on Channels 

Products need not be stocked to be 
available for ordering. Prospects can or- 
der by telephone and mail (and soon 
perhaps by pushbutton on_ television 
sets). 

Hence any medium can be considered 
as an outlet, and ary outlet can be a 
medium. Locations of the two types 
should mentally be lumped. 

A marketing treasury would provide 


* Package Designers Council, First Annual Design 
Symposium, May 12, 1956 (New York: Package De- 
signers Council, 1957), p- 43- 

* Frank R. Elliott, “Memory for Visual, Audi- 
tory,” Archives of Psychology, Vol. 29, No. 199 
(1936). 


“public scales.” The effectiveness of var- 
ious channels (“apples versus oranges’) 
could be compared in given situations. 

Example: Personal influence has 
caused people in a common situation 
to switch brands 28 per cent more of the 
time than commercial media.1? And 
marketers can harness word-of-mouth ad- 
vertising.1® 

How often should the same message 
be promulgated? One researcher has 
measured probability of message over- 
lap by Bernouilli’s Distribution law.’ 
His findings, put together with other 
facts about memorability, would form 
a canon of marketing—always subject to 
later improvement. 

Is not a measurable impact point 
likely to be found at which brand mes- 
sages become memorable? The point 
might differ for each type of product, 
based on competition, etc. If the bench- 
marks were established, and were cod- 
ified, huge savings could accrue. For the 
marketer would need only sporadic 
measurements to keep memorability up 
to the spill-over point. 


Organization of Knowledge on Sizes of 
Sales 


The depth and breadth of a sale seem 
to involve concepts commonly known 
as: 
related item 
reorders 
and exhausting supplies already in the 
hands of the consumer. 


trading up 
multiple items 


“Elihu Katz and Paul F. Lazarsfeld, Personal In- 
fluence (Glencoe, Ill.: The Free Press, 1955), passim. 
Referred to also by Robert C. Brooks, “ ‘Word-of- 
Mouth’ Advertising in Selling New Products,” THE 
JOURNAL OF MARKETING (October, 1957), pp. 154-161. 

*“Word of Mouth: From Small Talk to Big 
Sales,” Printers’ Ink, Vol. 258, No. 4 (January 25, 
1957)» P- 74- 

* Lester R. Frankel, “Where Does Effective Expo- 
sure End and Irritation Begin?”, Media/Scope, 
Vol. 1, No. 6 (November, 1957), pp. 40-41. 
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It has been forty years since Henry 
Ford withdrew his fiat that his automo- 
biles could be “painted any color you 
want so long as it’s black.” His resultant 
sales spurt should have shown marketers 
of most products the soundness of break- 
ing the color barrier. But, like bacteria 
that must overrun one broth before 
leaping to the adjoining dish, the color 
concept caught on in one industry at a 
time. Only when white Lux soap had 
reached its thirty-first birthday, for in- 
stance, was it allowed to spew out pink, 
green, yellow, and blue.*° 

For multiple-unit marketing, there is 
a relatively finite number of tactics the 
marketer can employ: 


Itemize locations of use (“wardrobe”). 
Itemize occasions of use. 

Itemize users or beneficiaries. 

Itemize collector values. 

Stress special labor-saving. 

Offer special price concessions. 

Offer especially easy order-placement. 


Within these seven major categories, 
there are at least one hundred ploys or 
principles. 


FORMAT FOR THE MARKETING TREASURY 


All of the principles) observed or 
known should be gathered into the ap- 
propriate one of these ten sections. The 
Marketing Engineer would then have a 
most valuable tool, a Treasury of Mar- 
keting Tactics. Each principle would be 
followed by a case history. Photographs 
would appear sporadically. 

Here is an example.*! The preceding 
section suggested the offering of espe- 
cially easy order-placement as one means 
of increasing sizes of sale through multi- 
ple-unit selling. Among the nine differ- 


* Author’s correspondence with Lever Brothers 
Co., New York, August 19, 1957. 

=“io Ways to Make Multiple-Unit Sales,” Sales 
Management, Vol. 81 (September 19, 1958), pp- 
38-40. 


ent techniques that would be listed at 
this point, here are two just as the Mar- 
keting Engineer would come upon them: 


“Principle: Stress THe LARGER SIZE. 

“Case History: Coca-Cola Co., At- 
lanta, urged fountain help to answer 
customers’ pleas for ‘Coke’ with the sin- 
gle word, ‘Large?’, in a slightly rising in- 
flection.”’** 


“Principle: OFFER A MASTERPACK 
FOR A VARIABLE QUANTITY OF YOUR 
PRODUCT. 

“Case History: Hallmark Cards, 
Inc., Kansas City, sold a “Thoughtful- 
ness Album’ that contained one page 
marked for each month of the year. Slits 
were cut into each page. The customer 
could buy and insert cards for the friends 
whose birthdays would occur in each 
month.” [The treasury would illustrate 
the album here. |** 


Note how each tactic suggested cuts 
through the artificial barrier of media. 
The Marketing Engineer who decides 
to stress the larger size may do so, as an 
illustration, through the medium of re- 
tail sales training (as Coca-Cola did). Or 
he may play it up in portfolios carried by 
his manufacturer's representatives . 
or in advertising, or in direct mail. 

Suppose the “‘variable-quantity master- 
pack”’ tactic befits his situation. He maps 
out a campaign that automatically inte- 
grates media such as product-design and 
copywriting. 

Through tight organization and brev- 
ity, about two thousand such principles 
could be fitted into a single volume. 
The author has already found thirty-five 
hundred. The result would be no dull 


=E. B. Weiss, 88 Current Merchandising Concepts 
—Their Practical Applications (New York: Doyle, 
Dane, Bernbach, Inc., 1957), p. 28. 

* Author's correspondence with Hallmark Cards, 
Inc., Kansas City, Missouri, August 26, 1957. 
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administrative check-list, but a stimulat- 
ing group of creative solutions easily 
narrowed down to the user’s problem. 
Because marketing is moving at an 
ever-accelerating pace, such a guide 
should be bound in loose leaf. New 
pages, correctly decimalized, could be 
sent to subscribers monthly, in a way 
similar to that in which the Commerce 
Clearing House sends the latest prece- 
dent-setting legal decision to subscribers. 


FOR THE AVERAGE CAMPAIGN, 
JUST A SHORT SEARCH 

Several co-ordinates can locate an ex- 
act point in space. Similarly, a market- 
ing campaign can be fixed quite accu- 
rately, as more of the ten dimensions are 
determined by the Marketing Engineer. 
And most problems require only a few 
of them. 

In this way, if the plan involves a 
change only in product size, most refer- 
ence would be made to the single “mar- 
ketplace” section dealing with competi- 
tion and pricing. 

As another instance, imagine the prob- 
lem of a national baker about to intro- 
duce prepared sandwiches as a new 
convenience product. His Marketing En- 
gineer would probably skip sections like 
prospecting, since little change in pros- 
pecting plans is involved. And even in 
the sections he does study, he could pass 
over much. In “physiques,” for instance, 
he would pass by subsections dealing 
with liquid products. 

So, it would likely take one uninter- 
rupted hour to cull tactics for a modi- 


fied product, and eight hours for a new 
product. 


SYSTEMATIC MARKETING MEANS 
CREATIVE MARKETING 


Engineering is considered to be the 
science and art of planning and con- 
structing contrivances. If marketable 
products can be planned, built, and dis- 
tributed systematically, then perhaps a 
new branch of engineering should be 
designated. 

Throughout this discussion, therefore, 
such a discipline has been termed ‘Mar- 
keting Engineering,” and its future prac- 
titioners “Marketing Engineers.” 

These men will cross-pollinate ideas 
and experience. Industries most ad- 
vanced in marketing, such as cosmetics 
and drugs, would aid their more re- 
tarded brothers (men’s clothing, indus- 
trials, etc.). 

Will Marketing Engineering result in 
more of today’s lackluster, superfluous, 
and me-too campaigns? No, not any 
more than engineering Tables of Metal 
Strengths have forced all buildings to 
be designed identically. An abundance 
of available information, on the con- 
trary, produces more variegated and 
novel applications. Today's advertising/ 
marketing agencies will have a sounder, 
broader base from which their creativity 
may spring. 

The Industrial Revolution produced 
Industrial Engineering, and led to the 
very concept of business organization. 
Marketing Revolution must 
produce Marketing Engineering. 
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WHY NOT PROMOTE 


THE MARKETING-RESEARCH MANAGER? 


JACK O. VANCE 


How many marketing-research people have moved to broader management responsi- 


bilities? If the answer is not enough, find out in this brief article what some researchers 


have done. 


HERE is a striking difference between 
marketing-research organiza- 
tions and the departments that utilize 
their initiative really to assist in major 
management decisions. Where market- 
ing research has failed to answer this 
challenge, the function is usually little 
known or lightly appraised by the top- 
executive group. 

Over-all, surprisingly few marketing- 
research executives are looked upon as 
likely promotional candidates for higher 
management positions. This situation is 
frequently attributed to the “research 
personalities” of these men. This reason- 
ing is easy to discount when you think 
of the engineers and other analytically- 
inclined executives who have little prob- 
lem invading top-management circles. 

Yet increased competition and the di- 
verse nature of modern corporations 
sharpen the importance of marketing- 
research technology in guiding a busi- 
ness. Consider the following four basic 
questions in the top-management deci- 
sion area that continually plague the of- 
ficers of leading companies: (1) Are we 


@ About the Author. Jack Vance is a Principal in 
the firm of McKinsey & Company, Inc., manage- 
ment consultants. He started his career in market- 
ing, but during the past eight years in his firm’s 
Los Angeles office has worked extensively in the or- 
ganization, manufacturing, and financial fields. 
Mr. Vance received his B.S. from the University 
of Louisville in 1947, and his M.B.A. from the 
Wharton School of Finance and Commerce in 1948. 
After graduation, he was with the General Electric 
Co. in marketing research and product planning. 


making the most productive use of com- 
pany funds? (2) Do we make the most of 
our opportunities? (3) How are we doing 
against our established standards and 
goals? (4) What kind of a business are 
we going to be in . . . in five years . . 
in ten years? 

Now, consider some case examples 
where the marketing-research executive 
has taken the initiative to make an im- 
portant contribution to the chief execu- 
tive’s peace of mind on these questions. 
After reading them, we might ask our- 
selves, ‘“‘How many marketing research 
managers do we know who have served 
their chief executives as well?” 


MOST PRODUCTIVE USE OF FUNDS 


The marketing-research director of an 
industrial company with a broad prod- 
uct line recognized that the key in his 
company to the best use of funds de- 
pended upon an evaluation of the rela- 
tive profit contribution of their various 
divisions. When he checked, it was found 
that the accounting department could 
provide good information only on the 
production costs of the two manufactur- 
ing facilities. It was clear that no one 
knew what happened to the comparative 
profitability of the major product groups 
after they left the shipping dock. Fur- 
thermore, everyone was “blank” on the 
relative profitability of the three chan- 
nels of distribution, the four basic types 
of customers, and the company’s six ma- 
jor marketing areas. 
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This executive saw an opportunity for 
an analysis of distribution costs. The 
sales vice president was skeptical and did 
not encourage the study. The executive 
vice president thought it was worth the 
gamble, since no one else had ever vol- 
unteered to carry an analysis of profits 
to such an extent. 

The study was difficult to the extent 
of involving a time study of salesmen’s 
activities. But the findings were dra- 
matic. Gross-margin relationships had 
always been the company’s only indica- 
tion of relative profitability. When the 
market researcher spread the cost of dis- 
tribution among the various product 
groups, the new findings were radically 
different from the former gross-margin 
relationships. Strong evidence was also 
gathered that one of the company’s old- 
est channels of distribution was becom- 
ing excessively costly. 

The techniques for accumulating dis- 
tribution costs on a sampling basis were 
adopted as part of the regular continuing 
accounting function. From this start, the 
company has developed a highly refined 
distribution-cost system. 

Today the marketing-research man- 
ager is an officer of his company. His orig- 
inal recognition, however, came from 
his contribution in appraising the most 
profitable utilization of company funds. 
This market researcher used his techni- 
cal knowledge, not purely to solve the 
routine questions of the sales depart- 
ment, but rather to provide a solution to 
a major management problem. 


MAKING THE MOST OF OPPORTUNITIES 


The idea occurred to a marketing- 
research manager of a consumer-goods 
company to pioneer a new concept of 
“opportunity utilization.” When a new 
marketing approach leading to leasing 
rather than outright sales of the prod- 


ucts was being inaugurated, this market 
researcher brought his theory to his 
manager’s attention. Marketing research 
in this instance took a strong stand on 
the appraisal of the leasing technique’s 
potential and urged the identification of 
quantitative goals. The vice president 
saw this as a chance to remove much of 
the guess work in appraising perform- 
ance and ‘“‘bought”’ the idea. 

With this start, top management 
quickly again employed the technique 
of asking marketing research for quanti- 
tative goals for new ventures. One of 
these was the development of a new 
manufacturing process, and the next was 
the introduction of a new product. In 
both cases marketing research played 
an important role as a member of the 
executive group appraising the likely 
benefits of the new programs. 

The executive in this example is now 
a product sales manager. This recogni- 
tion would not have materialized with- 
out a demonstration of the ability to 
apply research technology to major man- 
agement problems. 


ESTABLISHED STANDARDS AND GOALS 


One of the long-term measures of 
“how are we doing” has always been the 
sales forecast. A young man who was 
known only as “an assistant to the sales 
manager” had serious doubts about his 
company’s approach to sales estimates. 
The development of the forecast was 
hallowed ground. The sales manager 
along with four district managers de- 
veloped a total dollar figure for the re- 
view of the executive vice president 
(formerly the sales manager). The the- 
ory was that only an experienced and 
intimate “feel for the market’ could 
sense the expected volume. 

The “assistant to” began a series of 
correlation studies and shortly developed 
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a relatively accurate index to the market 
trends. A session with the disbelieving 
sales manager brought agreement to 
watch the forecast for the next quarter. 
At the end of the quarter, the basically 
fair-minded sales manager was con- 
vinced and so was the executive vice 
president. 

The assistant then volunteered to 
break the forecast down by: (1) quarters 
for the fiscal year, (2) product group 
units and dollars, (¢) sales by channel of 
distribution, (4) sales by major customer 
groups, and (5) sales by their seven mar- 
keting regions. 

The next step was the regular prep- 
aration of a series of other marketing- 
management control reports related to 
share of the market, pricing indexes, 
and retailers’ inventory movement. 

This initiative led to the assistant’s 
promotion to regional sales manager; 
and his former position has been ex- 
panded to include a full-scale marketing- 
research program. The new regional 
sales manager’s advice to his successor 
was: “Always be on the lookout for an 
opportunity to solve top-management’s 
major problems.” 


WHAT BUSINESS TO BE IN 


The answers to the other three ques- 
tions have a great bearing on the degree 
of satisfaction with the present type of 
enterprise. Management's problem, how- 
ever, is that when the present course 
of business becomes clearly disastrous it 
is probably too late to do anything. 
These situations seem to creep up on 
even the most wary. Who could have 
foreseen what ball-point pens were go- 
ing to do to the future need for blotting 
paper? 

Here are two fairly successful exam- 
ples of solutions to the question of 
“what business to be in.” Both of these 


involved a major role for marketing re- 
search. 

The first was the development of a 
long-range forecast of probable changes 
in the market and buying habits. This 
market researcher associated the rise in 
family income and congestion of shop- 
ping centers, and concluded that we 
would see the return of home delivery 
for certain “repeat convenience goods.” 
Consequently, his company is reviewing 
its retail channels of distribution with 
some apprehension. 

The second solution did not require 
quite as accurate a crystal ball. This was 
a “hedging” solution through diversifi- 
cation. A foresighted market research- 
er’s first step was a financial analysis of 
his company’s need for large liquid re- 
serves. He worked with the controller, 
and together they convinced the pres- 
ident that their present business prob- 
ably required less than half of its cur- 
rent working capital strength. 

The president's first reaction was that 
this was evidence of financial strength, 
but he soon saw it as an opportunity for 
entering new fields. The market re- 
searcher was assigned the job of explor- 
ing likely new investment areas. The 
successful conclusion to this came when 
the researcher and the controller pre- 
sented a proposal to acquire a company 
representing a good diversification op- 
portunity. 

In both instances marketing research 
played a major role by taking the ini- 
tiative in applying research methods to 
other areas of the business. Both of these 
men have been promoted. One of them 
is an assistant to the president of his 
company, and the other is the manager 
of a division. 


OPPORTUNITIES FOR ADVANCEMENT 


These successful cases might be re- 
garded as fortuziate coincidences for the 
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men involved. However, each of these 
executives took three positive steps to 
shape his own opportunities: (1) He 
thought creatively about his company’s 
major problems, and developed his con- 
tributions with a sufficiently broad un- 
derstanding of the top-management’s 
point of view. (2) He used pure brain 
power rather than large staffs or exten- 
sive field research, so that there was no 
criticism of “empire building.” (3) He 


took a direct approach to obtaining 
management's “blessing” of the pro- 
posed work. 

The marketing-research manager has 
an outstanding opportunity to exercise 
his insight, initiative, and technical skills 
in really becoming a member of the top- 
management team. When this occurs, 
no one questions marketing research as 
a channel for promotion and advance- 
ment. 
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WHOLESALE MARKETING IN JAPAN 
LAURENCE P. DOWD 


Japanese wholesale marketing methods are quite different from those in the United 
States. Many manufacturers engage in no marketing activities at all; and even those 
which have sales departments usually relegate them to a subordinate position! 

Even more intriguing, wholesale organizations dominate all distribution, and one 
large wholesaler may control production in an entire industry. The author, who knows 
Japan firsthand, gives some insights into this situation. 


opay Japan is the third largest sin- 
‘ka foreign market of the United 
States; but in structure and methods the 
marketing system contains important 
disparities from those with which the 
experienced marketing executive is usu- 
ally acquainted. Thorough knowledge 
of wholesale distribution in particular 
will be essential for continued success in 
selling and buying. Moreover, with the 
return to a buyer’s market compliance 
with these differences will be accentu- 
ated to maintain annual sales exceeding 
$1 billion and purchases over $600 mil- 
lion. 


MARKETING ACTIVITIES BY PRODUCERS 
Marketing in Producing Organizations 


At all levels Japanese business may be 
characterized as an economy of extremes. 
There are immensely large and minutely 
small producers, wholesalers, and retail- 


@ About the Author. Laurence P. Dowd received his 
Ph.D. in Economics from the University of Michi- 
gan. Formerly Associate Professor of Marketing and 
Foreign Trade Management at the University of 
Washington, he was appointed Fulbright Lecturer 
to Kobe University, Japan, in 1955 and returned to 
the country in which he had lived for three years 
in the 1930’s to study recent economic and business 
changes. 

Renewal of his appointment in 1956 permitted 
completion of a comprehensive research project on 
the methods and practices of Japanese business en- 
terprises. During these two years he was active in 
promoting AMA activities in Japan which stimu- 
lated the recent formation of the Japan Marketing 
Association. Dr. Dowd is currently Lecturer in Mar- 
keting at the University of Michigan. 


ers. There are organizations which un- 
dertake marketing activities intensively 
and those which engage in almost no 
marketing activity. Throughout the 
economy there is very little “in the mid- 
dle,” either in size or activity. 

This becomes immediately apparent 
in producing organizations. The large 
factories of the highly integrated enter- 
prises are readily observed in the Tokyo- 
Yokohama, Osaka-Kobe, and Nagoya 
areas; but in over-all production small 
factories employing less than ten work- 
ers are equally as important. In fact, 
these small factories are the backbone of 
the Japanese economy. 

What are the marketing activities of 
producers? In the United States some 
elementary marketing activity would be 
observed even by the smallest producer. 
Yet with few exceptions—notably in pro- 
duction of direct consumer goods such 
as processed foods for immediate con- 
sumption, tailored clothing, and similar 
products—small producers engage in no 
marketing whatsoever. 

Even iarge manufacturers seldom un- 
dertake marketing of their products in- 
tensively. Most firms have no marketing 
or sales department as such; and even 
those firms having such a department 
usually relegate it to a completely sub- 
ordinate position. Although there are 
numerous variations in organizational 
structure details, a typical generalized 
chart would appear as shown in Figure 1. 


257 


‘ 
Bk: 
; 


THE JOURNAL OF MARKETING 


January 1959 


| PRESIDENT 


|\VICE—PRESIDENT| 


I 
| PRODUCTION | 


[GENERAL AFFAIRS| 


GENERAL NMENTAL 
| | RELATIONS | [saves| 


Of course, there are significant excep- 
tions. Most notable is the camera indus- 
try in which the largest producers, rec- 
ognizing the importance of sales promo- 
tion, have well-organized and managed 
sales departments. The dominant firms 
in the beer industry, which also market 
a variety of soft drinks, likewise place 
considerable emphasis on sales. And one 
large electrical appliance manufacturer 
in recent years has elevated the position 
of the sales department in its organiza- 
tion and greatly expanded its functional 
responsibilities. 


Reasons for the Unimportant Position 
of Marketing 


No single reason can be cited for the 
lack of attention paid to marketing ac- 
tivities by producing organizations. Per- 
haps most important is the dominance 
in the Japanese economy of independ- 
ent wholesale organizations. Also, there 
is apparently a lack of even elementary 
understanding of marketing principles 
and methods. In the Japanese educa- 
tional system little attention has been 
paid to any aspects of business adminis- 
tration and even less to marketing. What 
little academic training is provided is 
confined almost entirely to a study of 
‘purely theoretical principles. As a result 
of lack of training, those few enterprises 
desiring knowledge have tried to secure 
it from American textbooks on the sub- 


FIGURE 1. Typical organizational structure of a large manufacturer. 


ject; but this has generally been unsuc- 
cessful because of failure to understand 
terminology used. 


Typically, Japanese producers are 
more interested in technological prob- 
lems than in marketing. As is quite com- 
mon in underdeveloped areas, emphasis 
is placed on industrial technology. The 
need for a well-developed internal mar- 
keting organization simply has not been 
recognized. The feeling seems to exist 
that, if a product is produced with a 
high degree of technological efficiency, 
it will sell itself. Consequently, the ex- 
ecutives of an enterprise with a modern 
factory usually engage in intensive re- 
search to discover further improvements, 
but give little or no thought to improve- 
ment in distribution of the product. 

Financial probiems take up a substan- 
tial part of the time of company execu- 
tives. With existing over-all capital lim- 
itations and restrictions on investment, 
it is extremely difficult to secure ap- 
proval or adequate financing for either 
plant and equipment or working cap- 
ital. Japanese banks are very reluctant 
to lend directly to producing organiza- 
tions for purposes of financing commod- 
ity production. Hence, producers are 
forced to rely on wholesalers for financ- 


*For a general discussion of this problem see 
Peter F. Drucker, “Marketing and Economic Devel- 
opment,” THE JOURNAL OF MARKETING, Vol. 22, No. 3 
(January, 1958), pp. 252-259. 
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ing, and as a result they are dependent 
on distribution through that channel. 

Although it is impossible to evaluate 
accurately the continuing influence of 
the traditional feudalistic social system 
on attitudes toward engaging in market- 
ing activities, it can be observed even in 
modern Japanese business society. For 
many hundreds of years before Japan 
reopened her doors to the western world, 
a rigid social-class system existed, with 
the merchant placed in the lowest class. 
As in the medieval western world the 
merchant or trader was considered to be 
unproductive and existing at the ex- 
pense of other members of the commu- 
nity. Following the adoption of constitu- 
tional government the social classes as 
such were abolished; yet tradition re- 
mains strong. Business executives both 
young and old still hope to avoid the 
social stigma of being classed as a “‘mer- 
chant.” 


Effects of This Unimportant Position 


Many senior executives of American 
enterprises have risen to their positions 
through marketing channels. In con- 
trast, no Japanese producing organiza- 
tion can be found in which any senior 
executive previously had been associated 
predominantly with marketing activi- 
ties. In a few firms marketing special- 
ists have risen to the position of “Manag- 
ing Director”; but a managing director 
is usually merely a department head and 
junior in decision-making to the pres- 
ident and vice-president. Moreover, such 
managing directors frequently have 
other equal or more important responsi- 
bilities. 

Such marketing functions as may be 
undertaken are usually quite rudimen- 
tary. Marketing research is almost un- 
known in any form. Advertising, if it is 
done at all, is not related to buying hab- 


its nor are appeals directed to buying 
motives. Some companies spend millions 
of Yen on “advertising,” but the ex- 
penditure is usually devoted to fantas- 
tically beautiful—often animated—neon 
signs which merely present the company 
name and products produced. Salesmen 
may be employed, but are usually mere 
“order takers.” Sales promotion is an 
almost unknown factor. Some produc- 
ers’ brand names are well known in 
Japan, but they are few in number. For 
the typical Japanese producer, the only 
known means of promoting sales is by 
reducing prices; yet there is no evidence 
that any effort is made to utilize a scien- 
tific price policy. 


WHOLESALE ORGANIZATIONS 


Dominant Position of Wholesale Organ- 
izations 


At the time the North American 
continent was being colonized Japan 
already had an established marketing sys- 
tem with large, well-organized whole- 
salers collecting and distributing prod- 
ucts on a national scale. Apparently 
the earliest of these organizations was 
founded many years before Columbus 
discovered America. As long as three 
hundred years ago wholesalers dom- 
inated the channels of distribution; and 
following the reopening of Japan to 
western trade the strongest expanded 
into the horizontally and vertically in- 
tegrated Zaibatsu organizations which 
dominated both production and distri- 
bution in the years preceding World 
War II. 

One of the most striking differences 
from methods current in the United 
States is that there are almost no direct 
sales by manufacturer, no matter how 
large, of even industrial commodities to 
industrial users. Almost without excep- 
tion manufacturers rely upon whole- 
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salers. Even the enormously large de- 
partment-store chains use wholesalers 
exclusively as their source of supply. 

Not only is wholesaling a dominant 
activity but also there is an amazing 
multiplication of wholesalers in individ- 
ual channels of distribution. Commenc- 
ing with the production of a basic com- 
modity, such as steel sheets and billets 
or textile fibers, the product may pass 
through the hands of as many as five sep- 
arate wholesalers before it finally reaches 
the shelves of the retailer. A somewhat 
typical channel for a product is shown 
in Figure 2. 


BASIC PRODUCT | 
PRODUCER 


GENERAL 
WHOLESALER 


BASIC PRODUCT 
SPECIALTY WHOLESALER 


SPECIALTY 
WHOLESALER 


PROCESSOR 


FIGURE 2. Typical wholesale channel of distribu- 
tion for a consumer product. 


This diagram indicates some of the 
interesting characteristics of wholesale 
organization and activities. As in all 
forms of business, wholesale organiza- 
tions tend to extremes in size. At one 
limit there are the enormously large, 
highly-integrated general wholesale or- 
ganizations commonly referred to as 
“trading companies,’ which deal in 
products ranging from abaca or abacuses 
to zippers or zinc. These enterprises, of 
which there are about twenty control- 
ling basic distribution, are direct de- 
scendants of the pre-war Zaibatsu firms; 
and they are some of the largest business 


organizations in Japan. At the other ex- 
treme are small one- or two-man organ- 
izations which may engage in no more 
than local distribution of abacuses. Of 
particular significance to foreign mar- 
keting is the fact that the large trading 
companies have almost a monopoly of 
the export and import trade of the coun- 
try. 

The general wholesalers, or trading 
companies, typically acquire all of the 
output of a number of manufacturers in 
an industry. In fact, in some industries 
the entire industry is controlled by one 
wholesaler, and that one wholesaler may 
control several industries. These firms, 
nevertheless, do not limit themselves to 
basic commodities. They also control 
the distribution of many consumer 
goods. Although the general wholesalers 
may engage in “putting out” basic com- 
modities for processing, more frequently 
they sell to specialty wholesalers who 
limit themselves to one line of products 
or even part of a line. Basic product- 
specialty wholesalers in turn may sell to 
specialty wholesalers who “put out” the 
products to finished product processors 
for finishing before distribution to re- 
gional wholesalers. Regional wholesalers, 
who are usually located in large trading 
centers such as Tokyo, Osaka, or Fu- 
kuoka, in turn sell to local wholesalers, 
located in secondary trading centers, 
who limit their activities to the immedi- 
ately surrounding territory.” 

Even a large department store, pur- 
chasing such an item as men’s socks, 
would not purchase its requirements for 
any period of time from the knitter or 
even a national wholesaler. Rather it 
might buy as little as three or four pairs 
—perhaps merely enough to fill an order 


?See Yukichi Arakawa, “Small Wholesalers in the 
Cotton Textile Marketing in Japan,” The Annals 
of the School of Business Administration, Kobe Uni- 
versity, 1957, pp- 59 ff. 
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for a single customer, on occasion while 
he waits for the order to be filled—from 
a local wholesaler located in the imme- 
diate vicinity of the store. 


REASONS FOR DOMINANT POSITION 
OF WHOLESALERS 


There are three principal reasons why 
the wholesaler in Japan continues in 
such a dominant position in light of cur- 
rent trends in marketing. 

Japanese wholesalers finance forward 
in the distribution of products, as do 
American wholesalers; that is, they fi- 
nance the next stage in the channel of 
distribution, although not as extensively 
or on as much a basis of risk. More im- 
portant, they engage extensively in back- 
ward financing. Commonly, wholesalers 
finance production processes even to the 
extent of “lending” raw or semi-finished 
materials for processing. Actually this is 
a continuation of the medieval “‘putting 
out” system widely used in Europe. 

Retailers as well as producers are lim- 
ited in their sources of working capital. 
As the banks are unwilling to extend 
credit to either, they must rely on whole- 
salers for necessary funds. The reluc- 
tance of banks to lend to retailers and 
producers is explained in part by con- 
servatism of the banking system, and 
partly by continued use of traditional 
methods of finance. 

The use of open-account financing is 
almost unknown; rather financing is 
carried out by commercial bills or trade 
acceptances. Moreover, banks are reluc- 
tant to extend loans to either producers 
or retailers, preferring the additional 
security of the wholesaler’s endorsement 
on a discounted draft. Consequently, if 
the drawee fails to make payment when 
the bill is due, the bank can look to the 
wholesaler for payment. So important is 
this method of financing production and 
distribution in the economic system that 


regular reports of “dishonored bills” in 
number and amount are published and 
used by economic statisticians as an in- 
dicator of the current state of the econ- 
omy. But a dishonored bill in Japan does 
not mean one on which the drawee is 
permanently unable to make payment; 
it is merely a bill which is not paid when 
due even though it may be paid a few 
days later. 

Traditional and customary methods 
of business provide the third reason for 
the continued dominance of wholesalers. 
For hundreds of: years distribution of 
products has been by means of this tra- 
ditional channel of distribution. The 
system is maintained partly through a 
lack of knowledge of other possible 
methods, and partly through an absence 
of desire to change traditional methods. 

A few large producers have been able 
to adopt more modern methods, yet still 
retain the traditional system and sat- 
isfy bank requirements by establishing 
wholly-owned subsidiary wholesale or- 
ganizations. These are most commonly 
found in the large horizontally and ver- 
tically integrated enterprises formerly 
part of the Zaibatsu empires. Such 
wholly-owned subsidiaries, however, do 
not limit their activities to the parent 
company; they undertake the selling of 
products of otherwise competing pro- 
ducers. In a few instances these subsidi- 
aries control the wholesale distribution 
of an entire industry. 


SIGNIFICANCE OF THE POSITION 
OF WHOLESALERS 


In many lines of production the whole- 
saler specifies the product which will be 
produced, even to the last details of de- 
sign and style. Even more important, the 
quantity which will be made is fixed for 
the producer, as well as the price at 
which he can sell his output. Small pro- 
ducers, especially in processing opera- 
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tions, frequently are little more than 
contract manufacturers. And the whole- 
saler may dominate a number of nor- 
mally competitive producers in an in- 
dustry. 

This would not be serious if the whole- 
salers intensively engaged in marketing 
research and determined what, when, 
and how much users bought. But such is 
not the case. Extensive inquiry into 
wholesalers’ activities has failed to re- 
veal a single instance in which they per- 
form even the simplest of marketing re- 
search. Almost invariably the executives 
of the wholesale organization make the 
decisions; and some of these are made 
without any understanding of the ulti- 
mate market to which they are selling. 
Their attitude toward retailers seems to 
be: “Here is the product which we think 
you should have, in the quantity you 
should buy, and at the time when it suits 
our interests to make it available to you. 
If this does not satisfy your desires, that 
is just too bad, for we believe we know 
more about your demand than you do.” 

As a consequence, the major market- 

emg function of Japanese wholesalers is 
in the area of finance, financing both 
producer and retailer. A second impor- 
tant function, especially important in a 
nation with a large number of both 
small producers and retailers, is assem- 
bly and distribution of products. Wide 
variations are to be found in perform- 
ance of a third function, the storage of 
commodities. For the large producer 
and the large department store the 
wholesalers perform almost all the stor- 
age function, with neither the source 
nor the outlet maintaining any signif- 
icant inventories. Yet small producers 
and small retailers, on the other hand, 
are required to perform a substantial 
part of the total function. 

Sales promotion is not considered es- 


sential. Some large wholesalers may be 
found who employ “salesmen”; but 
upon inquiry into the nature of their 
selling activities they prove to be merely 
order takers. No single instance has been 
found in which advertising is used to 
promote sales; and this includes co- 
operative advertising and furnishing 
dealer aids. Such advertising as is done 
usually merely emphasizes the size and 
financial strength of the wholesaler and 
the desirability of relying on such an 
organization as a source of supply. 


CONCLUSION 


Domination of Japanese marketing by 
wholesalers has produced two significant 
results. 

Domestically, the economic potential 
of Japan is not being developed to its 
fullest. Although Japan has the highest 
level of economic development of any 
Far Eastern nation, it remains far be- 
hind Western countries. With a steadily 
expanding population—potentially an 
enormous market for goods of all kinds— 
conditions are being created which in 
future years will result in serious eco- 
nomic difficulties unless drastic changes 
occur. 

Internationally, lack of responsibility 
for marketing of products by producers 
and failure to promote sound market de- 
velopment by wholesalers have tended 
to produce unstable market penetration. 
The reactions have been adverse, such 
as the recent moves to restrict sales of 
Japanese textiles in the United States. 
Of more direct significance, American 
exporters and importers expecting to 
develop Japanese business must plan on 
establishing relations with a Japanese 
wholesaler rather than directly with 
either producers or retail organizations; 
and they cannot expect any extensive 
assistance in promotional activities. 
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tion of current marketing-research methods. 


or drawing conclusions about any 
pling offers a practical compromise be- 
tween certainty (actual knowledge) and 
expediency (use of a single observation, 
or a guess). 

In general, certainty is too expensive, 
and the single observation, or guess, too 
unreliable. 

Generalizations regarding the whole 
group can come from study of a small 
part, properly selected. These generaliza- 
tions are subject to certain degrees of 
doubt, whose probable limits can some- 
times be stated mathematically, some- 
times not. 

Like marketing research as a whole, 
sampling is not a science, but rather a 
craft or discipline, using scientific tech- 
niques wherever applicable. 


e@ About the Authors. Thomas T. Semon, Group 
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of the first national probability sample twenty 
years ago; he now heads his own research firm, J. 
Stevens Stock Research Company. 


THE SAMPLE AND THE “POPULATION” 


Samples provide otherwise unknown 
information about some whole “popula- 
tion” such as “all residents of Nebraska,” 
or “all gasoline stations in cities of 
100,000 or larger in the U. S.,” or “all 
users of neoprene gaskets more than .og3o0 
thick,” etc. The information provided by 
the sample is an estimate of what would 
be found if the whole population were 
studied in the same manner. 


Need for Precise Terms 


A precise definition of the elements 
that make up the population to be 
studied is the first step in any sampling 
problem. Does the phrase “gasoline sta- 
tions” really describe the universe for 
the particular problem? Does it include 
both owned and leased stations? Are 
marine stations included, and pumps 
operated by private companies for their 
own vehicles? Or is the definition of the 
universe ‘‘all outlets that sell gasoline at 
retail to the public’? If so, it will include 
many garages, automobile dealers, mo- 
tels, etc., not usually classified as gasoline 
station operators. Even the apparently 
clear phrase “in cities of 100,000 or 
larger” can cause confusion, since “‘city”’ 
and “market” are terms often used 
loosely and interchangeably. 
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The Ideal or “Target” 


The research executive must devise a 
practical plan for selecting elements 
from the population, and the design 
must allow generalizations about the 
population. The sample design should 
give each unit in the population a posi- 
tive opportunity of being selected. Sam- 
pling theory does not apply unless these 
opportunities are known mathemati- 
cally; in the simplest form, the propor- 
tional sample, all units have the same 
opportunity. In practice, this require- 
ment is virtually impossible to achieve. 
Attempts to meet it are usually costly, 
and, as a result, a widely used class of 
sample designs ignores this requirement 
altogether. 

Elements selected in accordance with 
the design sometimes cannot be reached 
economically, or may refuse to be inter- 
viewed. As a result, the sample represents 
a population different from the “target 
population,” and the difference is a 
bias. Differences between the target pop- 
ulation and the population actually sam- 
pled are often unavoidable, and may be 
intentional to reduce costs. For example, 
the population of telephone subscribers 
may be an acceptable substitute for the 
total population in some cases. 


The “Frame” 


More often than not, the target popu- 
lation is a concept or a general descrip- 
tion rather than a physical arrangement 
(“frame”) from which a sample can be 
drawn directly. The number of persons 
residing in Nebraska is known approxi- 
mately, but as a whole it cannot be 
sampled directly. A practical “frame” to 
sample the population of Nebraska 
might be “all cities, townships, and pre- 
cincts in Nebraska.” These are identifi- 
able in advance, listed, and they include 
the entire population. 

Usually the frame defines the popula- 


tion in terms of “sampling units,” an 
intermediate stage in the sampling proc- 
ess; a sampling unit may contain any 
number of elements, or even none. How- 
ever, all sampling units taken together 
include all elements of the population 
sampled, and a list of sampling units is 
available in some form. 

Frames are often geographic, but there 
are many others. To study airline pas- 
sengers between New York and Chicago, 
a listing of all flights between these 
points might serve as the frame. Each 
flight will account for a certain number 
of passengers, some for zero because of 
cancellations, but taken together they 
will account for all passengers during the 
period studied. 

This frame, though, describes a popu- 
lation of trips, and a person's chance of 
selection is proportional to the number 
of trips he took during the survey period. 
All “traffic” samples, including surveys 
among shoppers at stores, share this fea- 
ture. 


Multi-Stage Sampling 

Frequently there are several successive 
stages of “sampling units.” Within cities 
in the Nebraska frame, for instance, a 
frame of “blocks” might be defined; and 
within the blocks a frame of “dwellings” 
before an individual can be selected. 
This would be a four-stage sample, not 
an unusual device in sampling persons. 
As a matter of fact, to select a sample of 
the general population no other way is 
usually possible without introducing 
serious biases. 

A population may be such that each 
dwelling contains only one element 
(“housewives”); or it may be more gen- 
eral (“persons over 40” or “employed 
people” or “blonds’’). In that case, the 
frequent practice of interviewing only 
one person per household leads to a seri- 
ous bias, since each person’s chance of 
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being sampled is inversely proportional 
to the number of eligible persons in the 
household, and members of large fam- 
ilies are thus seriously undersampled. 

From a practical point of view, the 
interviewing of only one person per 
household is usually sound, to avoid con- 
ditioning, and improve dispersion. But 
the adjustment for household size is es- 
sential, and often forgotten. 


STRATIFICATION 


Most samples can be improved by 
splitting the population into smaller 
populations according to factors relevant 
to the subject being studied. These 
smaller populations (“strata”) are then 
sampled separately. These important 
factors are then not subject to sampling 
error in the study, and the sampling 
error of the results is reduced. 

Efficient use of stratification may re- 
quire that the different strata be sampled 
at different rates. Some parts of the popu- 
lation are then knowingly favored in 
the sample selection, and proper com- 
pensation is made statistically in the 
tabulation of the survey results. The 
choice of disproportionate sampling rates 
depends on cost factors, and on the rela- 
tive variability or homogeneity of the 
population in the different strata with 
respect to the subject studied. 

Stratification is often confused with 
the requirement that a sample be repre- 
sentative of the whole. Stratification does 
not insure a representative sample ex- 
cept with respect to the criteria used. 
The confusion stems from the concept 
that a sample represents the population 
if certain group characteristics—for ex- 
ample, the proportions of men and 
women—are the same in the sample as 
in the whole. 

Stratification may guarantee this type 
of similarity between sample and popu- 


lation. But the need for care in the selec- 
tion of sampling units is the same 
whether the sample is stratified or not. 


TWO CLASSES OF DESIGN 


There is a bewildering array of sam- 
pling methods currently used and talked 
about in marketing research. But all of 
them fall into one of two classes: Proba- 
bility and Non-Probability. 

According to statistical theory, a sam- 
ple should be so drawn that every ele- 
ment in the whole has a known positive 
chance of being drawn. Knowledge of 
the probability of each element's selec- 
tion permits one to determine the prob- 
ability of the results being correct, 
within stated limits, as an estimate for 
the whole from which the sample is 
drawn. 


Problems of Probability Sampling 


One might wonder: Why bother with 
non-probability samples whose probable 
Statistical error cannot be determined? 
In marketing research, this is quickly 
answered: We cannot spread families or 
plants out on a table like pennies, and 
pick them out with our fingers. We can- 
not ask them to come to a convenient 
hall so that we can line them up for the 
purpose; we have to get at them where 
they are. Usually there is no complete 
list available, and a geographic “frame” 
has to be used. 

To avoid selection bias (the choice of 
the cleaner-looking store, or the home 
with no dog in the front yard), a “blind- 
fold” is essential to true probability 
sampling. Unfortunately a practical 
“blindfold” system requires expensive 
preparations and field procedures. 

Once we have an unbiased system for 
drawing sample units, we may still fail 
to get an interview. If we substitute or 
change the selection, we deny any chance 
of selection to those homes where no one 
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is at home at this time, and thus might 
seriously bias our sample. 

The two major drawbacks to probabil- 
ity sampling are: cost, and the difficulty 
of actually studying the sample drawn. 

To have the population actually sam- 
pled correspond to the target popula- 
tion, 100 per cent of the elements se- 
lected for the sample must be studied or 
interviewed. Even with several attempts 
at contact, it is seldom possible to reach 
and interview go per cent, often as little 
as 75 or 80 per cent. The lower this per- 
centage of completion, the less reliance 
can be placed in the results, since the 
elements not reached may differ in im- 
portant respects from those that were 
studied. Attempts to increase the com- 
pletion rate are a major contributor to 
the high costs of probability sampling. 

The non-probability sample often is 
sufficiently cheaper than a_ probability 
design to make the difference between 
use of research and no use of research. 
Even though non-probability samples 
(such as quota samples or whatever they 
may be called) are not “scientific,” often 
they can provide results as accurate as 
probability samples of the same size, 
which are more costly. 

An important criterion in samples is: 
Who decides what? In probability sam- 
ples, once the design is fixed, all decisions 
at all stages of selection are based on 
known chance, and the interviewer 
merely follows mechanical instructions. 
In non-probability sampling, the inter- 
viewer is usually responsible for a de- 
cision at one or more stages of the selec- 
tion process. 

A sample where all selections are made 
systematically is not necessarily a proba- 
bility sample. It is merely a sample 
without interviewer-selection bias, thus 
lacking one very important source of er- 
ror, but only one. In probability samples, 
the chances of selection must be known 
mathematically in advance. 


Areas and Clusters 


A convenient frame for sampling the 
general population or any major group 
thereof is based on the likely assumption 
that all individuals in the population 
have some place of residence. Under this 
assumption, a map can be used as a 
frame. Since all residents can be located 
somewhere on a map, instead of sam- 
pling people, “blocks” are sampled. A 
“block” can be a normal city block, and 
in rural areas any plot of land outlined 
by roads, streams, railroads, fence-lines, 
any “culture” found on the map and 
easily recognized on the terrain. 

In this way, instead of sampling peo- 
ple, areas are sampled from the map, and 
several individuals are usually selected 
in each area. The interviewer does not 
have to travel as great a distance between 
individual interviews. The over-all cost 
of travel (time and mileage) to a specific 
location can easily be as great as the cost 
to complete the interview after having 
reached the respondent. Thus, cluster- 
ing can be a great saving. 

A disadvantage in clustering is that 
people living in close proximity to one 
another tend to be similar in many of 
the characteristics that we may want to 
study. This “intra-cluster correlation” 
makes the sample less efficient, statisti- 
cally speaking, than a plain random sam- 
ple of the same size. 

The usual practice probability- 
cluster sampling is to interview only a 
specified fraction of the homes in the 
selected blocks. This may be a segment 
containing a number of adjoining 
homes, or the sample homes may be 
spread over the block. 

Theoretically, the homes to be in- 
cluded should be selected according to 
random numbers. Actually a systematic 
interval is usually used. Some caution is 
needed; for instance, in a street lined 
with two-family homes (owner down- 
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stairs, tenant upstairs, or some other 
arrangement), a systematic interval that 
is an even number, such as every other, 
every fourth, etc., will yield either ten- 
ants only or owners only, unless proper 
precautions are taken. 


The Size-of-Block Problem 


Blocks vary in size. Some have no 
homes in them, while other blocks with 
large apartment houses may have thou- 
sands of dwelling units. If one of these 
large blocks were selected, too much of 
the sample would be concentrated by 
chance into a limited, possibly homoge- 
neous, area. One solution is to stratify 
the blocks by size, selecting a higher pro- 
portion of these large blocks for inclu- 
sion in the sample, but within each of 
these large blocks selecting a propor- 
tionately smaller fraction of the dwelling 
units. 

Another plan is to make the chance of 
a block being included in the sample 
proportional to the number of dwelling 
units in that block, and let each block 
selected yield the same number of sam- 
ple homes. The simplest way to do that 
is to assign a fixed number of homes by 
some random or systematic method. 
However, unless the statistics used in the 
area selection are very recent, there is an 
error due to obsolescence; that is, the 
population is sampled as it was distrib- 
uted when the statistics were compiled. 

To avoid this bias, instead of assigning 
a fixed number of interviews, the sample 
assignment is a fraction or segment such 
that, according to the available statistics, 
it would yield the desired number of 
homes. Then, if new homes have been 
built, the sample will reflect that growth 
automatically. This is called “‘half-open 
interval” sampling. 

Another way of dealing with this 
problem is to have the interviewer make 
a fixed number of interviews in the clus- 


ter, and count the number of dwelling 
units in the whole block. Then the sur- 
vey results from that cluster can be 
weighted in proportion to the change in 
size since the Census data were collected. 
This latter method requires that the in- 
terviewer use the precise Census defini- 
tion of “dwelling unit,” a difficult prob- 
lem in field operation. 

If probability of selection of a block 
was proportional to “size,” a block of 
size zero had no chance of being selected. 
Therefore, homes newly built in formerly 
vacant blocks must be represented by 
use of a supplementary sample of “zero 
blocks.” Omission of this step excludes 
recent housing developments. 


Cluster Size 


Generally speaking, a sample is more 
precise the smaller the cluster. On the 
other hand, a sample is less expensive to 
execute the larger the cluster, because of 
less interviewer travel. This gives rise to 
the concept of an optimum-sized cluster. 

The fixed cost of interviewer travel is 
often so large per cluster that it remains 
best to adjust the size of the cluster to 
one or more whole interviewer's work- 
days. This puts a premium on being able 
to select clusters of about equal size, such 
as are selected with probability propor- 
tional to the estimated number of dwell- 
ing units in the block. 


TYPES OF SAMPLES 


There is great variety in sample types, 


and frequently the same type of sample 
can be either a probability or a non- 
probability design. “Area Samples” may 
or may not be probability samples, and 
the same goes for “List Samples.” These 
terms are thus incomplete descriptions; 
to identify a sample merely as an “Area 
Sample” reveals that a frame of geo- 
graphic units was used, but tells nothing 
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about the method of selection at any 
stage of the sampling process. 


Non-Probability Samples 


In non-probability sampling, the no- 
menclature of sample types is anything 
but standardized. The word “quota” fell 
into disrepute some time ago, and many 
euphemisms were invented, such as 
“Judgment,” “Purposive,” or ‘‘Con- 
trolled” samples. Whatever it is called, 
the quota sample is the main type of 
non-probability sample. 

An exception is the directed-route 
type, sometimes mislabeled as a proba- 
bility sample. This sample uses geo- 
graphic units that may be selected by 
probability methods, but usually are not. 
Within these area units (blocks, or road- 
way segments, or simply starting points, 
with a path of canvassing prescribed) the 
interviewer has no discretion in the se- 
lection of the respondents. This resem- 
bles a probability design, but the selec- 
tion probabilities are unknown. Under 
some conditions, though, there is little 
practical difference between this type 
and a “probability” sample without 
call-back. 

Non-probability area samples predes- 
ignate areas within which the interview- 
ing must be done, and a fixed number 
of interviews to be completed in each 
area. For tight control, the areas can be 
very small in relation to the assigned 
interviews per area. At the other ex- 
treme, to prevent excessive concentra- 
‘tion of interviews, the “areas” may be 
large sections of a city. Quotas on re- 
spondent characteristics usually are su- 
perimposed on a city-wide basis, to avoid 
unwarranted assumptions about the 
block-by-block distribution of the char- 
acteristics controlled. 

Tightly-controlled area-quota samples, 
when properly designed and carried out, 
can yield very accurate results. Some 


researchers claim that they are often bet- 
ter than probability samples, especially 
in small (less than 2,500 interviews) na- 
tional samples. 

High-grade area-quota samples are ex- 
pensive compared with most other non- 
probability types, but still cheaper than 
most probability samples. 


Samples Without Area Control 


Quota samples without area control 
leave the interviewer far wider discre- 
tion in the choice of respondents, and do 
not insure dispersion of interviews, ex- 
cept for the nature of the quota controls 
and possible restrictions on the maxi- 
mum number of interviews to be ob- 
tained in any one block or section. 

Where the population to be studied is 
small and widely dispersed (for example, 
owners of 16-mm. movie projectors, per- 
sons who have traveled to South Amer- 
ica, etc.), an ordinary area-quota sample 
may be drawn to find the incidence and 
distribution of such persons, but the 
number found may be too small for anal- 
ysis. In that case, a list of eligible persons 
can be generated by asking respondents 
in the over-all sample for the names and 
addresses of persons they know who fill 
the specifications, and these can then be 
interviewed as a supplementary sample. 
This device is frequently the only eco- 
nomical way of studying special groups. 
It is sometimes called a “self-generating”’ 
sample, and tends to be biased in favor 
of persons well-known in their commu- 
nity. 

Traffic samples—persons, or cars pass- 
ing a stationary interviewer, or a roving 
interviewer picking respondents in pub- 
lic places or streets—can be probability 
samples, but these require elaborate or- 
ganization, rigid supervision, and usu- 
ally large crews. In all traffic samples a 
person’s opportunity of being selected is 
proportional to his frequency of passage 
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of the sampling station during the sam- 
pling period. 

List samples use the simplest frame 
there is for probability sampling; but 
unclustered probability list samples are 
often uneconomical, unless the interview 
can be conducted by telephone. A non- 
probability design allows some leeway in 
the selection of respondents. This lee- 
way can be narrow or broad; the inter- 
viewer can be instructed to interview 
“three out of these five,” or “three out of 
these twenty.”” The best compromise be- 
tween economy, dispersion, and _ selec- 
tion bias will depend on the nature of 
the list, the length of the interview, and 
the funds available. 

Panels cannot be probability samples 
of the general population, but can repre- 
sent only that part of the public willing 
to cooperate in a panel. 


ERRORS IN SAMPLING 
Accuracy vs. Precision 


The words “‘accuracy” and “precision” 
are often used rather loosely and inter- 
changeably, but there is a very important 
difference between the two concepts. Ac- 
curacy means freedom from error. Pre- 
cision refers to the reproducibility of 
sample results; if many samples of the 
same size were taken from the same pop- 
ulation by the same methods, the con- 
sistency among the results obtained from 
these various sainples indicates the pre- 
cision of that particular result based on 
samples of this type. 

The statistical “sampling error” of 
probability sample results is often mis- 
takenly used as a measure of accuracy. 
Actually it is virtually impossible to 
measure the accuracy of sample results, 
whether probability samples or not. 

Comparison with published data, 
sometimes called “validation,” is unsatis- 
factory in most cases. The sample results 
are more up-to-date than the published 


data; the definitions used may differ; the 
published data may be inaccurate; the 
questions may have been asked in a dif- 
ferent context. 

This discussion relates only to sam- 
pling errors, and in no way concerns 
itself with errors that may be due to poor 
questionnaire design, faulty coding or 
tabulation, misunderstandings between 
interviewer and respondent, etc. 


Two Classes of Errors 


Errors in sampling can be divided into 
two classes: Inherent Sampling Error, 
and Errors of Procedure. 

Inherent Sampling Error cannot be 
avoided, but it can be measured and 
controlled at tolerable level at known 
risk by probability design. Thus, while a 
certain percentage of samples of a given 
design will lead to wrong conclusions 
about the population, the analyst must 
rely on the low probability of occurrence 
of such aberrant samples and act on the 
assumption that his particular sample is 
not one of these. 

Errors of Procedure in sampling can 
be avoided, in theory. In practice, they 
are more serious than the Inherent Sam- 
pling Error. If they are part of the de- 
sign, they tend to occur in all samples 
which that design might yield. In effect, 
the difference between the target popu- 
lation and the population actually sam- 
pled is an Error of Procedure. 

On the other hand, poor field work, an 
Error of Procedure in execution rather 
than design, is likely to result in incon- 
sistent biases that are hard to allow for. 
The elaborate field-control systems used 
by competent research agencies serve to 
minimize errors in execution that could 
otherwise have serious effects. 


Non-Response 


Non-response bias is the error of pro- 
cedure that has received the most atten- 
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tion. As stated earlier, completion of 
interviews with the assigned sample ele- 
ments in a probability design will sel- 
dom reach go per cent, and is often much 
lower. In those cases, the population 
sampled would be reasonably similar to 
the target population only if the factors 
that cause non-response had no influence 
whatever on the subject studied. This is 
hardly ever the case. The classic means 
of reducing non-response bias is to make 
repeated attempts to reach the assigned 
element. This is a very costly procedure 
that becomes uneconomical in personal 
interviewing at about the fourth at- 
tempt. 

Even with call-backs, 100 per cent 
completion is never achieved in practice 
except in very small samples. It is still a 
fairly usual practice to tabulate the inter- 
views, including call-backs, as if they 
were 100 per cent of the assigned ele- 
ments, even though actual completion 
was lower; but the statistical standard 
error computed for such results measures 
sample precision only in relation to the 
ill-defined population represented by the 
elements actually interviewed. It tells 
nothing about non-response, or other 
sampling bias. 

Each attempt to interview a person 
may be considered a sampling in time: 
the attempt was made at one time out of 
a large population of possible “times.” If 
the attempts are randomly distributed, 
the chance of reaching a person is pro- 
portional to that person’s percentage of 
time athome. - 

Thus, while a person in the sample 
who is always home is certain to be 
reached, one who is out 50 per cent of 
the time has only a 50 per cent chance; 
for each such person reached, another is 
not. Therefore, each interview com- 
pleted with a person at home 50 per cent 
of the time can be said to “represent” 


two such people; likewise, an interview 
with a person at home only 20 per cent 
of the time “represents” five persons of 
that type. 

This reasoning underlies the not-at- 
home weighting procedure often used to 
estimate what sample results would have 
been, had 100 per cent of the selected 
elements been interviewed. Percentage 
of time at home is estimated on a crude 
scale; sample precision is lowered; the 
requirement of randomness in time is 
usually ignored because it poses serious 
practical problems. Nevertheless, the 
device has proven to be useful in the 
attempt to correct for non-response, es- 
pecially when conmrbined with call-backs. 
(This method, in practice and theory, is 
subject to much technical controversy. 
The description given, of necessity, rep- 
resents views both widely held and 
widely disputed.) 

Non-response bias in non-probability 
samples is less apparent though no less 
serious. Two devices are used to reduce 
non-response bias: interviewing during 
the evening hours and weekends, to max- 
imize likelihood of ‘‘at-home-ness’’; and 
quota controls designed to force repre- 
sentation of important factors that affect 
both non-response and the subject stud- 
ied. Such quotas may be based on sex 
(men are harder to find at home), women 
employed outside the home (likely to be 
out during the day), or other factors. 

Non-response is generally higher in 
large cities than in smaller communities, 
and lowest in farm areas. A difficult spe- 
cial problem of non-response in large 
cities is presented by high-rent apart- 
ment buildings and large projects where 
interviewers are often refused admit- 
tance. Despite considerable ingenuity in 
trying to circumvent this difficulty, 
wealthy apartment dwellers are often in- 
adequately sampled. 
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COSTS, SAMPLE SIZE, AND EFFICIENCY 


Marketing research costs have in- 
creased markedly in the past decade, to- 
gether with the quality of the work. One 
simple reason lies in the upgrading of 
interviewers pay scales, necessitated in 
part by the fact that a higher caliber of 
personnel is needed to carry out today’s 
more refined sampling and question- 
naire designs in a reliably consistent 
manner. 

Today an average interview based on 
a probability sample including sample 
design, processing, and tabulation, is 
likely to run $10 per interview, or 
higher. In so-called motivation research, 
the cost of “depth” interviews may be 
three to five times as high. Chances are 
that in the future these costs will rise 
further. 

An offsetting factor lies in the increas- 
ing realization that size of sample is a 
consideration usually secondary to the 
design itself. A well-designed sample 
with few interviews still can provide use- 
ful approximations, while a poorly de- 
signed sample of 10,000 will probably 
yield misleading data. Still, in order to 
have a usable base for analysis, a certain 
minimum number of interviews must be 
made. Note that the criterion is “num- 
ber of interviews,” not “number of 
punch cards” or “tabulation cases.” 


Determining Sample Size 


In probability sampling, the number 
of interviews needed can be determined 
mathematically, once the desired preci- 
sion and estimated variability of the criti- 
cal result are decided on. The critical 
result in any study is that important re- 
sult requiring the greatest sample size to 
achieve the desired precision in view of 
the estimated variability. The formulas 
are found in most textbooks on sam- 
pling. If the critical result pertains to 
only a section of the population, a set of 


such results may be taken to define a dis- 
proportionate sampling plan. 

In probability samples, therefore, the 
bases for setting the precision require- 
ment are: (1) How small a difference in 
the survey result would call for a differ- 
ence in action taken? (2) How sure 
should we be that this difference is not 
just a matter of sampling error? 

These questions would have to be an- 
swered in advance if the survey were part 
of an Operations-Research program. To 
be sure that the survey will meet its ob- 
jectives without excess expenditure, they 
should be answered in any event. 

How much risk is allowable in the 
reliance on the survey findings? Tradi- 
tionally, a tolerance of two standard de- 
viations has been used in marketing re- 
search. Translated into odds, that is 19 
to 1—a pretty high degree of certainty. It 
is doubtful that much in the way of busi- 
ness venture would be undertaken if 
odds of 19 to 1 were demanded before 
proceeding. A less stringent criterion 
might be practical in many cases. 

Any decision on sample size must be 
tempered by a practical consideration. 
Regardless of the precision formulas, 
anyone would be reluctant to take action 
on the basis of a difference that depends 
on two or three interviews, so that small 
sample sizes are not likely to be accepted 
as conclusive unless the difference found 
is markedly greater than that we have 
accepted as a criterion; and cost will 
probably prev'ude use of very large sam- 
ple sizes. These latter considerations also 
apply to detcrmination of size of non- 
probability sa.aples. 

In sampling-error quotations, there is 
often confusion between percentages 
and percentage points. The formulas for 
standard error yield answers in percent- 
age points. The standard error of a sta- 
tistic of 30 per cent incidence might be 
+3 per cent. That means three percent- 
age points. But the projection of the 


| 
4 


272 THE JOURNAL 


OF MARKETING 


January 1959 


30 per cent incidence to the population 
results in an estimate with a standard 
error of + 10 per cent of itself. 


Statistical Efficiency 


Because clustering reduces dispersion, 
it reduces sample efficiency as well as 
cost. The efficiency of a sample is meas- 
ured by the answer to: “How much 
larger (or smaller) would a plain random 
sample have to be for equal precision?” 
A random sample (unclustered, unstrati- 
fied) has an efficiency of 1.0. Clustering 
reduces efficiency, stratification usually in- 
creases it. A common efficiency factor for 
stratified probability cluster samples is 
0.5. (That means that for a given result, 
the statistical error is 1: \/o.5 , or about 
1.4 times as great as in a plain random 
sample of the same sizc.) 

Because of the effect of clustering, 
most research executives have strong 
reservations about national population 
samples below a certain size. Generally 
speaking, bases of less than 1,500 are 
viewed as too small; and 2,500 is often 
considered to be an acceptable mini- 
mum, although the size must depend 
largely on what is being studied. For 
some inquiries, 10,000 might be just 
barely adequate. 


SAMPLING OF ESTABLISHMENTS 


In theory, there is no difference be- 
tween sampling of people and sampling 
of establishments such as manufacturers, 
supermarkets, hospitals, gasoline sta- 
tions, and so on. In practice, the difh- 
culties are varied and vexing. 


The Importance of Definitions 


The basic design may be ‘“‘probability” 
or “non-probability,” but the definition 
of the target population is crucial, and 
the purpose of the research must be kept 
in mind. Are we to study hardware 
stores, or outlets selling screwdrivers? If 


our object is to study the screwdriver 
market, it is obviously the latter, and the 
population includes a wide miscellany 
of retail stores, from dime stores to su- 
permarkets. 

Projectability of results is essential for 
estimating share of market, or forecast- 
ing industry needs. Sampling require- 
ments may be less stringent for studies of 
attitudes. The sample needed depends on 
the reason for the study and its nature. 

What is an establishment? As used by 
the Census of Manufactures, it is not the 
same as a “reporting unit’ according to 
County Business Patterns. In turn, both 
of these may differ from the definition of 
a “company,” “plant,” “chain,” or “buy- 
ing office” in a private directory or list. 

In drawing samples of establishments, 
it is of paramount importance to define 
exactly what is meant by a given type of 
establishment, and to make sure that this 
definition corresponds to the “popula- 
tion” of interest for the problem at 
hand. In the case of industrial plants, the 
complications multiply. 
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Procedures 


It is useful to distinguish between 
those types of establishments that are 
widespread and numerous (such as most 
retail stores, garages, dry cleaners, and 
other personal services) and less numer- 
ous types. The area-sampling procedures 
used in consumer research can often be 
applied where the population of estab- 
lishments is widespread, but they tend 
to be less practical in the smaller popu- 
lations. 

In sampling establishments, personnel 
of considerably higher caliber and train- 
ing than the usual field interviewer is 
often needed, and the over-all cost per 
interview can easily reach a level ten or 
more times that of the average consumer 
interview. As a result, small samples are 
the rule rather than the exception. A 
partial reason is that, for sampling pur- 
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poses, establishments are far more com- 
plex units than persons or households. 

In studying the market for an indus- 
trial product, an establishment may be 
a customer or potential customer; but it 
may be difficult to determine whether an 
interview is required with the purchas- 
ing agent, design engineer, maintenance 
engineer, vice president in charge of pro- 
duction, division manager, controller, or 
with several or all of these. It is not al- 
ways possible to specify in advance the 
exact title of the person to interview, 
since it may differ for the same function 
in different establishments. 


Volume Stratification 


Since size can vary so widely between 
different establishments in the same in- 
dustry, size stratification is used, fre- 
quently with much heavier sampling 
rates for the larger establishments. For 
instance, an industry might be distrib- 
uted: 


No. of Total 
Plants Size Class Volume 
30 (A) Over 1 million 60 million 
100 (B) 100,000-1,000,000 30 million 
200 (C) Under 100,000 10 million 


A simple device would be to allocate 
the sample on the basis of volume, for 
example, 60 per cent in size class A. If 
the sample is selected proportionally to 
volume, the results have to be tabulated 
by plants as units, regardless of volume. 
Conversely, and preferably, if the sample 
is selected on the basis of plant units, 
tabulation can be meaningfully executed 
on either a unit or a volume basis, de- 
pending on the subject studied. 


SPECIAL SAMPLE TYPES AND PROBLEMS 


Matching 


A research design often requires anal- 
ysis of the relationship between two or 
more factors without the disturbing in- 
A related 


fluence of other variables. 


problem is raised by studies designed to 
measure a change in time. 

If it is possible to re-interview all the 
same persons, no sampling error exists 
as a result of differences between succes- 
sive samples studied. However, it is often 
felt that the respondent once inter- 
viewed has been “conditioned,” and is 
unduly aware or critical with regard to 
the subject matter of the inquiry. There- 
fore, a new sample is needed in most 
cases. 

Unfortunately the difference between 
the results of two separate samples has a 
larger sampling error than the result 
from either sample. To reduce this sam- 
pling variability, the matched sample is 
useful. In good non-probability designs, 
the important characteristics are con- 
trolled by the design; ind, if the selec- 
tion is carried out under similar condi- 
tions both times, the samples should be 
well matched. In probability designs, 
matching of successive samples is often 
carried out by originally selecting homes 
at fairly wide intervals, and assigning 
the home next door in each case for the 
second study, and so on. These devices 
permit the use of smaller sample sizes 
than would otherwise be required to 
corapare measurements made at differ- 
ent times or in different places, because 
the matching process acts like stratifica- 
tion to improve relative efficiency. 


PERSPECTIVE ON SAMPLING 


Sample design is a basic determinant 
of the quality of the results in a study, 
but it cannot make up for deficiencies in 
other stages of the research work. Errors 
in sample design are usually errors of 
common sense, rather than errors of 
theory. To design a perfect sampling 
plan is not easy, but it is easier than the 
design of a perfect questionnaire. In 
turn, the very best design, whether of 
sample or questionnaire, is wasted if it 
is badly executed by the field worker. 


= 
| 


PROBLEMS OF RESALE PRICE MAINTENANCE 
STEWART MUNRO LEE 


Is the decision of manufacturers to sell products under resale price maintenance (‘Fair 
Trade”) a wise marketing decision? Some of the significant decisions of a selected group 
of manufacturers concerning fair trade are presented here. 


HE success or failure of a fair-trade 
eh rests almost completely 
upon the manufacturer who chooses to 
fair-trade his products. Once a manufac- 
turer has made the decision to use fair 
trade, the success of this program de- 
pends upon his willingness to enforce 
the program adequately. 

Lewis G. Bernstein, an attorney who 
specializes in fair-trade practices, states 
that a manufacturer can only undertake 
realistic enforcement of a fair-trade pol- 
icy by willingness to sacrifice volume 
for a period of time. 

Manufacturers often lack the incen- 
tive to bear down on price-cutters, as 
the practice does not harm them too 
much if it is not too widespread. The 
few violations brought to court are us- 
ually in the nature of examples to dis- 
courage others from price-cutting prac- 
tices. Hope of wide dealer acceptance of 
his product is one of the main reasons 
why a manufacturer approves the idea 
of resale-price maintenance. 

In general, the various state fair-trade 
laws, with slight variations, provide that 
a violation is “actionable at the suit of 
any person damaged thereby.” Thus, 
not only the trade-mark owner or seller 
may sue, but “all parties vendee”—dis- 
tributor, wholesaler, or retailer 

The only really efficient method of se- 


@ About the Author. Stewart Munro Lee (Ph.D., 
University of Pittsburgh) is Chairman of the De- 
partment of Economics and Business Administra- 
tion, Geneva College, Beaver Falls, Pennsylvania. 
The author has been a contributor to the publica- 
tions of the Council on Consumer Information. 
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curing enforcement of the fair-trade 
laws is by injunction. An accounting 
which ordinarily accompanies an injunc- 
tion in unfair-competition suits is not 
an appropriate remedy. If the plaintiff is 
a seller, he has already received the full 
purchase price of the goods. To secure 
an injunction, it is unnecessary to prove 
the actual damage sustained. It is suffi- 
cient to establish that there is in exist- 
ence a goodwill to be protected. Such 
injunctions may run against a “non- 
signer” as well as a “signer” to a fair- 
trade contract. 

Studies have shown that many manu- 
facturers consider their fair-trade agree- 
ments to be scraps of paper. An occa- 
sional suit against a price-cutter will be 
filed by a fair-trading manufacturer to 
“establish a record.” The suit is given a 
lot of publicity. Presumably it mollifies 
the trade. There is no question that 
some manufacturers have made deliber- 
ate efforts to compel price enforcement 
by “regular” outlets and then simulta- 
neously encouraged known discounters 
to cut prices. The enforcement programs 
of some manufacturers seem to indicate 
that fair trade can be maintained if the 
manufacturer is willing to go all-out in 
an intensive enforcement program. 

The National Retail Hardware Asso- 
ciation surveyed its members to find out 
what they thought about the enforce- 
ment programs of manufacturers. Sun- 
beam, General Electric, Revere, and 
Corning Glass were listed by the re- 
spondents as the manufacturers that 
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they believed were doing the best job 
of enforcing fair trade. 

The paths of many manufacturers 
with regard to fair trade have been lead- 
ing in the same direction, but at differ- 
ent speeds. Westinghouse, Lionel, and 
Sheaffer abandoned fair trade over two 
years ago. Eastman Kodak, Revere, and 
Bell & Howell followed last year; and 
1958 has seen some of fair trade’s 
staunchest proponents such as General 
Electric, Sunbeam, McGraw-Edison, and 
Revere abandon this form of price con- 
trol. 

But these firms did not abandon fair 
trade for the same reasons. Many of 
them felt that adequate enforcement 
was too costly, and that adverse court 
decisions had weakened the entire fair- 
trade structure. Towle and Parker Pen 
companies are still maintaining fair- 
trade programs. These are not the only 
two, but their programs have been en- 
forced with particular effectiveness in 
recent years. 


GENERAL ELECTRIC COMPANY 


As of February 1, 1958, General Elec- 
tric had signed approximately 30,000 
fair-trade agreements with retailers; had 
conducted more than 35,000 shoppings 
in forty-three states; had sent one or 
more registered letters to over 2,700 re- 
tailers suspected of discounting; and had 
instituted 3,039 lawsuits. 

The following is one illustration of 
the difficult position of General Electric 
in relation to its competitors, who had 
made very little attempt to enforce fair 
trade. The management of Korvette dis- 
count-house chain evidently felt that 
people were perfectly willing to buy 
Westinghouse, Hamilton Beach, or Dor- 
meyer at a discount if they could not get 
General Electric appliances on a similar 
basis. This “discounter” stated that Gen- 


eral Electric was losing sales at Korvette, 
but Korvette was not losing sales of 
electrical appliances. 

General Electric's 1958 change in 
price policy in eliminating “Fair Trade” 
had many repercussions. There is no 
doubt that it was made primarily be- 
cause of the activity of discount houses. 
What was significant about this move 
was that General Electric not only cut 
prices, but at the same time cut the mar- 
gins going to its dealers and distributors. 
General Electric was belatedly recogniz- 
ing the so-called “discount revolution.” 

General Electric's stand with regard 
to fair trade seems inconsistent. General 
Electric had no national list prices on 
some major appliances, list prices on 
others, and fair-trade price control on 
small appliances until February 26, 1958. 
Some General Electric executives have 
publicly insisted that it is not the manu- 
facturer’s function to fix resale prices; at 
the same time, the small-appliance divi- 
sion used big trade-paper space to sum- 
marize its punitive action against price 
cutters. General Electric had blocked 
Polk Brothers of Chicago from selling 
General Electric traffic appliances below 
fair-trade prices, even though Polk Broth- 
ers had been the world’s largest General 
Electric and Hotpoint dealer. 

In General Electric's fair-trade con- 
tracts, specifically exempted were com- 
pany employees, distributors’ and deal- 
ers’ employees, government agencies, and 
commercial or institutional agencies. 
Also General Electric fair-traded prod- 
ucts were in premium catalogs and trad- 
ing-stamp catalogs. Such policies circum- 
vent fair-trade prices. 

The General Electric company did 
not attempt to enforce its fair-trade pro- 
gram in those areas. It became obvious 
that General Electric products were 
moving in various channels to consum- 
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ers below the fair-trade price. General 
Electric announced the abandonment of 
its fair-trade policy on all products pro- 
duced by the Housewares and Radio Re- 
ceiver Division on February 26, 1958. 
General Electric’s expenditures of ap- 
proximately one million dollars a year 
for the past two years are indicative of 
the favorable company attitude toward 
fair trade and its attempts to see it en- 
forced. 

Stephen Masters, President of the 
Masters discount-house chain, heralded 
the General Electric move as a major 
victory for the American shopper: “I 
congratulate General Electric on finally 
recognizing the truth of what we've 
been saying for years that fair trade is 
actually unfair to consumer and manu- 
facturer alike.” 

In June, 1958, after almost four months 
of selling portable appliances without 
fair-trade prices, General Electric adopted 
a franchise system for the distribution of 
a new model electric blanket via a lim- 
ited number of retailers, at minimum 
prices. 

Under the system, the new model 
electric blanket was sold direct to fran- 
chised outlets, predominantly depart- 
ment stores, from company-owned branch 
warehouses where tight controls can be 
maintained to prevent diversion of mer- 
chandise to unauthorized retailers. Price 
violations result in immediate cancella- 
tion of franchise agreements, which in- 
clude a minimum price stipulation. 

This action raised the question as to 
whether this was a move by General 
Electric to reintroduce fair-trade pricing 
for its portable appliances. A spokesman 
for General Electric stated that limited 
distribution via selected outlets is not 
suitable for the portable-appliance busi- 
ness, where market conditions require 


the widest possible distribution through 
a maximum number of outlets. 


SUNBEAM CORPORATION 


The favorable position which the Sun- 
beam Corporation took with respect to 
fair trade was represented by the ap- 
proximately 250,000 signed contracts it 
had been able to obtain with individuai 
retailers across the country. The only 
basis on which a dealer normally was 
able to obtain Sunbeam products was by 
being a party to a Fair-Trade Contract. 
Even Polk Brothers of Chicago executed 
a Sunbeam Retailer’s Fair Trade Con- 
tract in 1955. 

Sunbeam felt that an analysis of its 
Profit-and-Loss Statements for the last 
five years during which its Universal 
Fair Trade Contract System had been in 
effect showed that a vigorous enforce- 
ment of fair trade really paid off for the 
manufacturer. 

Sunbeam’s position with regard to fair 
trade was dealt a death blow when Gen- 
eral Electric abandoned fair-trade prices 
on its traffic appliances. Effective Febru- 
ary 27, 1958, Sunbeam abandoned fair- 
trade contracts on all its products except 
power tools, mowers, sprinklers, and 
hedge-trimmers. 

Sunbeam reported that this action was 
taken only after careful study. The com- 
pany concluded that there was little 
choice since General Electric had aban- 
doned fair trade, and since a number of 
state supreme courts had declared their 
fair-trade laws illegal or inoperative. 
The company felt that it was inequita- 
ble and impractical to expect Sunbeam 
distributors and retailers to consider 
themselves bound in the face of current 
conditions. 

In spite of abandoning fair trade due 
to circumstances which were felt to be 
beyond company control, Sunbeam re- 
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affirmed its stand for the principle of 
fair trade. 


TOASTMASTER DIVISION, 
MCGRAW-EDISON COMPANY 


Another company which had attempted 
to enforce its fair-trade program was the 
Toastmaster Division of the McGraw- 
Edison Company. 

The position of McGraw-Edison, with 
respect to a vigorous fair-trade enforce- 
ment program, was put to test in a court 
case in Nassau County Supreme Court, 
Mineola, New York, in 1956. Marvin's 
Mart, appliance retailer in Great Neck, 
New York, argued that price cutting on 
Toastmasters was so widespread that the 
retailer should not be required to ob- 
serve McGraw-Edison’s fair-trade prices. 

The defendant's counsel charged that 
price cutting on Toastmasters was so 
notorious and widespread that it would 
be difficult to find a store which ob- 
served fair-trade prices. He submitted 
622 affidavits showing that Toastmasters 
had been purchased at less than fair- 
trade prices since July, 1955, in 408 dif- 
ferent stores in the metropolitan area. 

Plaintiff's counsel argued that the de- 
fendant had carefully selected retailers 
remote from itself, and that of sixteen 
stores shopped by the plaintiff in the de- 
fendant’s area only one undersold fair- 
trade prices. He said that the plaintiff 
concentrated its enforcement effort in 
areas where price-cutting eruptions were 
at their worst. Justice L. Barron Hill on 
June 1, 1956, refused to enjoin Marvin's 
Mart from selling Toastmasters at less 
than fair-trade prices. Justice Hill stated 
that affidavits in support and in opposi- 
tion to the motion were voluminous, 
and that the plaintiff had failed to dem- 
onstrate on this motion that it was 
clearly entitled to a permanent injunc- 
tion. Then on February 21, 1957, Justice 


Hill signed a final judgment of consent 
for the plaintiff in the Nassau County 
Supreme Court. This action was taken 
after it was shown that a large number 
of these affidavits were questionable. 
The company made a comparable num- 
ber of shoppings which helped to secure 
the final judgment on consent. 

All of the energies to enforce fair 
trade became useless when General Elec- 
tric and Sunbeam abandoned fair trade. 
Max McGraw, President of McGraw- 
Edison, stated, ‘““We can’t fight. We can't 
do otherwise.” Thus, McGraw-Edison 
joined the increasing number of manu- 
facturers abandoning fair trade. 


WESTINGHOUSE ELECTRIC CORPORATION 


After six years of setting fair-trade 
prices on its products, Westinghouse 
gave up fair trade in September, 1955. 
This was just two months after Westing- 
house’s Electric Appliance Division an- 
nounced it had set up a fair-trade en- 
forcement committee to put more weight 
behind its fair-trade program. 

Westinghouse’s decision to abandon 
fair trade was based on the problem of 
trying to control approximately 500 dis- 
tributors, who in turn sold merchandise 
to over 100,000 dealers. 

Then on December 1, 1955, Westing- 
house told its distributors it would not 
share in co-operative advertising for 
portable appliances that were offered at 
less than factory-suggested list price. 
This was felt by some to be “back- 
tracking.” But J. J. Anderson, at that 
time Manager of Portable Appliances, 
stated that the company felt the decision 
was correct, and that the problem of 
helping to pay for advertising at the sug- 
gested retail prices had nothing to do 
with fair trade. It was felt to be just 
good business to establish the value of 
your product. 
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Even though Westinghouse had aban- 
doned fair trade, it had been attempting 
to meet the competition initiated by 
General Electric as a result of its price- 
reduction program, which had taken 
place prior to General Electric’s aban- 
donment of fair trade. 


PARKER PEN COMPANY 


Early in the 1920's the Parker Pen 
Company established a policy of provid- 
ing and protecting a “‘fair-profit margin” 
for its dealers. The company has contin- 
ued this policy under the fair-trade laws 
and has attempted to take action when 
violations have come to its attention. 

The position of the Parker Pen Com- 
pany with respect to fair trade received 
a good deal of publicity when its major 
competitor, W. A. Sheaffer Company, 
abandoned fair trade in December, 1955. 

Prior to this, Parker had suffered by 
its own reluctance to resort to legal force 
to police its fair-trade contracts. In 
1953-54, Parker attempted to reason 
with Korvette of New York City, but 
finally in September the pen company 
sought an injunction to restrain Kor- 
vette’s price-cutting policy. Litigation 
dragged, and Parker continued to reason 
with other violators rather than drag 
them into court, but they followed Kor- 
vette’s example. Abraham & Straus in 
Brooklyn cut Parker prices 40 per cent. 
Parker brought suit (by this time it was 
late 1955), but it was too late. There was 
apparently ample evidence that prices 
of Parker Pens were being cut in other 
stores in spite of the fact that Parker con- 
ducted 282 investigations in New York 
City alone. 

In March, 1956, Korvette finally agreed 
to fair-trade Parker Pens; and Parker 
termed this a critical action because it 
signaled the return to fair-trading of 
Parker merchandise in key retail out- 


lets in the New York metropolitan area. 

In September, 1956, Parker inaugu- 
rated a retailer-franchise program aimed 
at enforcing fair trade in states with fair- 
trade laws. The franchise (1) required 
dealers in states where fair-trade laws 
exist to maintain Parker’s list prices; (2) 
and gave Parker the right to buy back 
merchandise, should the franchise be ter- 
minated, thus keeping merchandise out 
of discounters’ hands. 

Parker termed the first year of its 
comprehensive retail franchise program 
a slow, but markedly successful effort. In 
the first year, over 17,000 Parker dealers 
signed franchise agreements with the 
company. The former dealer list con- 
tained over 20,000 names. Despite a loss 
in the number of dealers, sales increased 
for that year. 

The first year of enforcement of this 
program cost Parker approximately $1 30,- 
ooo to administer. During the year, the 
company instituted 292 fair-trade ac- 
tions. Of these, 177 injunctions were ob- 
tained, g6 were pending in courts at 
the end of the year, and 19 were 
dropped after satisfactory settlements 
were reached. Also pending at the end 
of the year were 9g additional investiga- 
tions of suspected fair-trade violations. 

Parker's policy has been to push fair 
trade as long as it is in the best interests 
of the main body of its dealers and the 
company. 


SHEAFFER PEN COMPANY 


The W. A. Sheaffer Pen Company had 
been one of the strongest proponents of 
fair trade for years. The company had a 
resale-price maintenance program before 
the enactment of fair-trade laws. To em- 
phasize its position on fair trade, the 
company “declared open warfare’’ (its 
own words) on price cutters. The com- 
pany cut some 700 dealers off its author- 
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ized list, persuaded 383 other dealers to 
sign fair-trade agreements, and obtained 
81 injunctions against dealers who defied 
list price. The “open warfare” for fair 
trade cost the company close to two mil- 
lion dollars. On an annual basis, en- 
forcement was running about 4 per cent 
of sales. 

Walter A. Sheaffer II, president, had 
this to say with regard to “Sheaffer's 
fight’’ to protect its dealers through en- 
forcement of fair-trade practices: “This 
is nothing new with us; our house has 
always been substantially in order. We 
never did sell knowingly to discount 
houses and we are now merely reaffirm- 
ing our position with dealers. We've 
been policing our line for years and 
lowering the boom on dealers who cut 
prices.” 

By June of 1955, Sheaffer headquar- 
ters announced that its campaign had 
reduced price cutting of Sheaffer mer- 
chandise over the country to a trickle. 

In a letter received on November 15, 
1955, Raymond ]. Peterson, Public Re- 
lations Department, W. A. Sheaffer Pen 
Company, stated that the company had 
long been an advocate of fair trade and 
had always enforced its fair-trade policy 
with its dealers. 

Both discount houses and dealers who 
sold Sheaffer merchandise at less than 
fair-trade prices were placed on a “Do- 
Not-Ship” list. It was felt that the sales 
which Sheaffer would normally have 
made through such outlets had been 
made up by the legitimate dealers who 
gave added support in view of its stand 
on fair trade. 

Seventeen days after the receipt of the 
above letter, December 2, 1955, the fol- 
lowing news release was issued by the 
Sheaffer Company: 


Fr. Mapison, Ia., Dec. 2—The W. A. 
Sheaffer Pen Company said today that in 


order to serve an important segment of the 
buying public, particularly in metropolitan 
areas, it will add to its list of authorized 
dealers certain large volume retail out- 
lets. . . 

In fairness to all Sheaffer dealers, we are 
now permitting them to price our merchan- 
dise in accordance with their own local eco- 
nomic conditions and competitive practices. 
Sheaffer will no longer enforce its Fair 
Trade policy, but will continue the use of 
suggested retail prices. 


The explanation given by a company 
spokesman for abandoning fair trade was 
simple; Sheaffer wanted to get its prod- 
ucts into the outlets where a large seg- 
ment of the public is doing its buying. 
This means that Sheaffer products had 
to get into discount houses as well as into 
catalog and mail-order houses. 

Discount houses and other large mer- 
chandisers lost no time in putting Sheaf- 
fer pens on their counters. In New York 
the Sheaffer line appeared in Masters 
and Korvette discount houses, selling at 
25 per cent to 33 1/3 per cent off list. 

Sheaffer officials announced that they 
did receive some protests from dealers. 
Some dealers dropped the Sheaffer line; 
but the increased volume from the new 
large mass merchandisers more than off- 
set losses from small dealers who discon- 
tinued the line after fair trade was aban- 
doned. The majority of these small 
dealers began to handle the Sheaffer line 
again in succeeding months when they 
found that the effect of this decision was 
not as damaging as they had believed it 
would be. 


LIONEL CORPORATION 


The Lionel Corporation issued spe- 
cial bulletins on April 25 and April 28, 
1955, to all Lionel wholesalers and to 
department stores handling Lionel prod- 
ucts outlining its new plan of pricing 
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and distribution. The main feature of 
this plan was the abandonment of fair- 
trade pricing at the retail level, while 
maintaining fair trade at the wholesale 
level. 

The Lionel Corporation had been an 
advocate of fair-trade pricing. Just four 
months before abandoning fair trade at 
the retail level, Lionel had applied for 
fair-trade injunctions against five New 
York retailers. These suits were dropped. 

The impact of the discount-house 
movement on Lionel’s fair-trade pro- 
gram was too great to withstand; and 
Lionel’s president, Lawrence Cowen, 
stated that more Lionel merchandise was 
sold at retail in 1955 than was true 
in 1954 when the company was on fair 
trade. The company believes that the 
decision was a correct one. The net re- 
sult seems to have been worth-while in 
terms of volume and profit for the vast 
majority of the trade, as well as for the 
company. 


PHOTOGRAPHIC EQUIPMENT 
MANUFACTURERS 


An Eastman Kodak Company news 
release of December 31, 1956, announced 
the company’s termination of all retailer 
fair-trade agreements. The company’s 
release affirmed its belief in the princi- 
ples of fair trade, but indicated that it 
was becoming too difficult to enforce. 
From the passage of the McGuire Act in 
1952 through 1956, the company had 
made more than 27,000 shoppings and 
written more than 4,200 actual viola- 
tions. 

The success or lack of success in the 
decision to abandon fair trade may be 
partially measured in Eastman Kodak’s 
sales record for 1957. Net sales for the 
52 weeks ended December 29, 1957, were 
$798,283,433. This was an increase of 
4-8 per cent in sales over the similar 52- 


week period ended on December 30, 
1956, which totaled $761,689,559. 

It would be fallacious to conclude 
that this increase was due to the action 
of abandoning fair trade, but it does 
give evidence that the abandonment of 
fair trade did not reduce total sales. If 
one is to use these figures, it should be 
remembered that Eastman Kodak prod- 
ucts were not all fair traded. 

Bell & Howell Company announced 
it would no longer fair trade its prod- 
ucts after February 1, 1957. This fol- 
lowed the Eastman Kodak Company de- 
cision by one month. Bell & Howell said 
enforcement no longer was feasible, and 
cited opposition to the principle on the 
part of the courts and certain Federal 
law enforcement agencies. The company 
had been a proponent of fair trade for a 
long time, but reluctantly came to this 
conclusion. 

Revere Camera Company discontin- 
ued fair-trade agreements with its deal- 
ers September 3, 1957. It was felt that 
court actions which weakened fair-trade 
laws in many states created unfair com- 
petition with those dealers which were 
located in states which continued fair- 
trade. Instead of benefiting the dealers, 
it was believed that a vigorous fair-trade 
program, under present conditions, hurt 
them. 

In shopping eleven stores in three 
cities for an Argus Automatic Slide 
Changer and Argus Slide Magazine, 
prices quoted on the automatic slide 
changer ranged from the fair-trade price 
of $14.95 down to $10.00, and on the 
slide magazine from the fair-trade price 
of $2.25 down to $1.50. This informa- 
tion was forwarded to the company 
which replied that it had experienced 
considerable difficulty in enforcing fair 
trade, and that the expense made ade- 
quate enforcement almost impossible. 
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The company abandoned fair trade in 
March, 1958. 


TOWLE MANUFACTURING COMPANY 


Since the passage of the McGuire Act, 
it has been possible to secure practically 
any fair-traded product at a discount 
that one wanted to purchase in this way, 
with the exception of Towle sterling 
silverware. In 1948, Towle Manufactur- 
ing Company developed a “Restricted 
Distribution Policy” which then pro- 
vided no sales to price cutters, jobbers, 
dealers who acted as jobbers. In addi- 
tion, Towle had taken steps to meet 
court actions in such states in which the 
“non-signer” clause in fair-trade laws 
had been invalidated by signing up indi- 
vidual dealers. 

John S. O'Connell, Towle’s former 
Vice President in Charge of Sales, stated 
in a letter dated February 8, 1956, that 
Towle would not settle for “smaller 
volume and fewer outlets.” In 1948, 
when Towle dropped the few dozen dis- 
count houses it had been selling, Towle 
naturally did lose considerable volume. 
By capitalizing on Restricted Distribu- 
tion, Towle finds its position quite sat- 
isfactory. 


IN CONCLUSION 


The National Retail Merchants Asso- 
ciation (formerly the National Retail 
Dry Goods Association) surveyed its 
members and the members of the Na- 
tional Retail Hardware Association. 
They came to the conclusion that the 
manufacturers, by and large, were doing 
a miserable job of maintaining fair-trade 
prices and fair-trade agreements. 

E. B. Weiss, merchandising consult- 
ant, stated that the practice of establish- 
ing the fair-trade price below the list 
price has been appearing in new fields 
by a slowly growing number of manufac- 
turers. This is being done in order to 
give the consumer the idea he is getting 
a discount. 

It is felt that cut prices on branded 
lines will be a thorn in the side of regular 
stores as long as manufacturers continue 
producing without relation to their abil- 
ity to sell, or without relation to con- 
sumer demand. Neither a fair-trade pol- 
icy nor a lack of a fair-trade policy seems 
to be a panacea for the manufacturer; 
but the costs, problems, difficulties, and 
adverse court decisions are persuading 
many to abandon their fair-trade pro- 
grams. 
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ERRORS IN ESTIMATES OF RETAIL SALES 


FREDERICK A. EKEBLAD AND HAROLD P. ALSPAUGH 


How accurate are the estimates of retail sales which are used so widely as market guides? 
Estimates by Standard Rate and Data Service and by Sales Management are those most 


commonly used. 


The 1954 Census of Retail Trade provides a basis for gauging the accuracy of the 


estimates, both for counties and cities. 


The following article reveals some of the errors in retail-sales estimates. Consideration 
is also given to evidence of bias, and to the correlation of errors with size of county and 


city, and with geographical location. 


NNUAL estimates of retail sales for the 
A various U.S. counties and cities are 
used to set sales quotas, establish sales 
territories, measure and control adver- 
tising expenditures, and discern signifi- 
cant sales trends. But such estimates are 
subject to error. 

Query: Is the typical error in these es- 
timates within a tolerable range? 

The two primary sources of intercensal 
retail sales estimates are Sales Manage- 
ment and Standard Rate and Data Serv- 
ice. Sales Management's estimates are 
published annually in the May issue. 
SRDS publishes its estimates in the reg- 
ular monthly editions of Newspaper 
Rates and Data, Spot Radio Rates and 
Data, and Spot TV Rates and Data. 

Unfortunately intercensal sales esti- 
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as Statistical Consultant to Standard Rate and Data 
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and his Ph.D. is from Northwestern University. 
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of Standard Rate & Data Service, Inc., since 1956. 
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as Director of Marketing Research, with H. J. 
Heinz as Manager of Marketing Sales and Research, 
and with the A. T. Kearney Co. as a Staff Consult- 
ant. He was formerly head of the Marketing De- 
partment at Temple University. He is a graduate 
of Ohio State University, and has an M.A. and 
Ph.D. from the same university. 
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mates are not based on procedures that 
enable predetermination mathematically 
of an appropriate error allowance. The 
only means available for measuring the 
degree of error is by a direct comparison 
of such estimates of retail sales with a 
presumably correct standard. The U.S. 
Census of Retail Sales for 1954, the most 
recent year for which data are available, 
can be taken as such a standard. Pub- 
lished data on the 1954 Census were not 
available until early 1956. Thus, the es- 
timates of 1954 Retail Sales that were 
published by SRDS and SM in May, 
1955, were produced with no possible 
reference to the 1954 Census data. These 
1954 estimates were based on 1948 Cen- 
sus data and projected forward to 1954. 

This means that the errors referred to 
in the following pages are the errors 
that have cumulated over a six-year pe- 
riod. Although there is no way of check- 
ing, it is presumed that the error tended 
to cumulate in such a way that it was at 
its Maximum in 1954. 


HOW ERRORS ARE MEASURED 


The 1954 Census of Business, Retail 
Trade was used as the standard of “‘cor- 
rectness.” The published Census figures 
were adjusted to add to the 1954 U.S. 
Total of Retail Sales as estimated by the 
Department of Commerce and _pub- 
lished in the Survey of Current Business. 


ERRORS IN ESTIMATES OF RETAIL SALES 


This adjustment was made because the 
Department of Commerce definition of 
Retail Sales is the one used both by 
Sales Management and SRDS. 

The adjusted census figure was then 
divided into the SRDS or Sales Manage- 
ment estimate. The departure of this 
ratio from 1.00 was taken as the “error,” 
which is termed the Gross Error Ratio 
(GER). 

This Gross Error Ratio is probably 
not as important as the Net Error Ratio 
(NER). This NER represents an at- 
tempt to eliminate the correlation which 
exists between errors in the U.S. esti- 
mate and errors in the state estimates, 
errors in the state estimates and errors in 
the county estimates, etc. This correla- 
tion arises because of the desirability of 
having the total of the county estimates 
within a state equal the state estimate, 
and having the total of the state esti- 
mates equal the U.S. estimate. 

Thus, if the U.S. estimate is, say, 2 per 
cent too high, then each state estimate is 
2 per cent too high, on the average, even 
if the relative relationships among the 
state estimates are perfect. Similarly, the 
county estimates would be affected by 
the error of the state estimate. In other 
words, state or county rankings may be 
accurate even though the absolute fig- 
ures reflect errors. Hence, each estimate 
at the county level is subject to three lev- 
els of error: (1) the error in the U.S. es- 
timate; (2) the error in the county esti- 
mate after adjustment for errors in the 
state totals and U.S. totals; and (3) the 
error in the state estimate after adjust- 
ment for the error in the U.S. estimate. 


ERROR IN ESTIMATE OF U.S. 
TOTAL RETAIL SALES 
Estimates of U.S. Total Retail Sales 
in 1954 by different agencies were as 
follows: 
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U.S. Census $169.97 billion 
Department of Commerce 170.66 billion 


Standard Rate & Data Service 
Sales Management 


169.25 billion 
170.03 billion 

The Department of Commerce esti- 
mate is the one customarily used as 
a benchmark. This estimate is made 
monthly by the Census Bureau on the 
basis of a sample survey and is published 
in the Survey of Current Business. Note 
that this is higher than the “census” fig- 
ure. This is partly explainable by cer- 
tain exclusions from the Census. How- 
ever, both figures are subject to the 
usual errors of census and sample-survey 
work. 

All four figures are very close, the 
largest difference being between the 
SRDS estimate and the Department of 
Commerce figure, a difference of only 
0.83 per cent. The difference might have 
been smaller still, but Christmas trade 
in 1954 turned out to be much larger 
than preliminary indications; and both 
SRDS and Sales Management had to es- 
timate December data in order to meet 
printing deadlines. 


ERRORS IN ESTIMATES OF 
STATE TOTAL RETAIL SALES 

The Net Error Ratios for the forty- 
eight states and the District of Columbia 
are given in Table 1. 

Since the sum of the state estimates is 
“forced” to equal the U.S. total, one 
would expect the NER’s to average out 
close to 1.000, as they do. The median 
error of + .0375 means that 50 per cent 
of the errors were less than + 3.75 per 
cent and + 3.59 per cent respectively. 

Since the last benchmarks available to 
SRDS and SM for these estimates were 
the 1948 census data, this 3.6 to 3.8 per 
cent median error is reasonably small. 
Such a small error reflects the rela- 
tively high correlation among bank- 
debits changes, population changes, and 
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TABLE | 
RATIOs OF PUBLISHER ESTIMATES OF 1954 RETAIL 
SALEs TO ApyustepD Census DATA—ByY STATES 
(Publisher estimates adjusted to correct U.S. total) 


Number of States 


Net Error Ratios SRDS SM 
1.225-1.275* 1 
1.175-1.225 
1.125-1.175 1° 
1.075-1.125 1 1 
1.025-1.075 13 
.975-1.025 19 20 
925- .975 ll 12 
.875- .925 3 3 
.825- .875 1 
49 49 


* Lower limit inclusive. 
» Washington, D. C. 


Median Ratio: 1.0026 9962 
Median Error: + .0375 +.0359 
retail-sales changes. These were the pri- 
mary factors used to estimate sales 
changes. Sales-tax data were used in 
some cases. However, tax data are more 
useful in estimating within-state varia- 
tions than between-state variations. This 
is because of different coverages of taxes, 
changes in tax laws with no easy way to 
determine when the rate change shows 
up in the tax receipts, and administrative 
idiosyncrasies which result in variable 

lags in the reporting of tax receipts. 


ERRORS IN COUNTY ESTIMATES 


Gross Error Ratios for All U.S. Counties 


Figure 1 summarizes the Gross Error 
Ratios for all counties of the U.S. It 
shows a high degree of concentration in 
the middle of the series where the de- 
gree of error is small. A normal curve is 
an excellent fit to both series. The differ- 
ences between the curves are negligible, 
and suggest that both publishers check 
against each other’s results and make ad- 
justments in succeeding years when in- 
vestigation seems to warrant them. 

The average error was 9.7 per cent for 
SRDS and 9.5 per cent for SM. Thus, 
the error cumulated at an average rate of 
1.6 per cent per year. 


Net Error Ratios for All U.S. Counties 


Table 2 shows the distribution of Net 
Error Ratios for all counties of the U.S. 
It will be recalled that the Net Error 
Ratios show the error in the within-state 
county estimates. The errors associated 
with state and U.S. estimates have been 
eliminated. 

SRDS and SM distributions are essen- 
tially the same, both with respect to the 
over-all distributions and with respect to 
the median ratio and the median error. 

A comparison of the Net Error Ratio 
Distributions with the Gross Error Ra- 
tio Distributions (see Figure 1 and Ta- 
ble 2) reveals that the Net Error Ratio 
Distributions are less dispersed and are 
centered a little closer to 1.000. This 
would be expected, namely, that com- 
parisons of counties between states are 
in general a little less accurate than com- 
parisons of counties within a state. 

In all cases, note a slight “downward 
bias” in the estimates; that is, there are 
more counties underestimated than over- 
estimated. This bias probably arises be- 


FIGURE 1. Distribution of gross-error ratios of 


publisher estimates of 1954 retail sales to adjusted 
census data (all counties of U.S.). 
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TABLE 2 


Ratios ADJUSTED PuslisHer County ESTIMATES 
or 1954 ReTaiL SALEs TO ADJUSTED Census DATA 


Net Error Ratios Percentage of Counties 
SM 


SRDS 
1.125andover® 14.91 15.12 
1.075-1.125 8.62 9.39 
1.025-1.075 12.80 13.43 
.975-1.025 16.50 15.25 
.925- 14.20 15.84 
875- .925 11.89 11.90 
Under .875 21.08 19.07 
100.00 100.00 
* Lower limit inclusive. 
Median Ratio: 984 985 
Median Error 
(6-year cumulation): +9.08% +8.79%, 
Median Error 
(average per year): & t15% 


cause of the tendency of local newspa- 
pers and chambers of commerce in the 
larger areas to be more concerned that 
“their figures” have been estimated too 
low than they are when they think they 
have been estimated “too high.” As a 
result, both SRDS and SM are “bom- 
barded” with arguments and local data 
which “prove” that the SRDS or SM es- 
timate is too low in a given area. Almost 
never do they receive arguments why an 
estimate is too high. 

The estimators probably hear very 
little from the smaller areas. Thus, the 
larger counties are the ones with the 
upward bias. Since such counties repre- 
sent a large percentage of their respec- 
tive states, and since the counties must 
add to the state total, a surplus in one 
large county tends to be balanced by 
deficits in several small counties. Hence, 
the median estimate tends to be too low. 

The median error for special-store 
classes varied from a low of 8.3 per cent 
for Food (less than that for Total Sales) 
to a high of 26.4 per cent for Home 
Furnishings. Errors in some other ma- 
jor store classes were 12.1 per cent for 
Drug, 18.3 per cent for Auto, and 25.6 
per cent for General Merchandise. Cau- 


tion should be a byword in the use of 
estimates of Home Furnishings Sales 
and General Merchandise Sales. 


VARIATION OF ERRORS WITH SIZE 
OF COUNTY 


Analysis of the NER for counties re- 
veals that the median error of estimate 
varies inversely with the size of the 
county. The error averages 4.5 to 6.0 
per cent for the 200 largest counties, and 
15.0 to 30.0 per cent for the 200 smallest 
counties. 


ERRORS IN CITY ESTIMATES 


SRDS made estimates of total retail 
sales for 791 cities in 1954. The Net 
Error Ratios, calculated after adjust- 
ments had been made for U.S. and state 
errors, are given in Table 3. The me- 
dian error was + 8.13 per cent, a little 
smaller than that for all counties (+ 9.7 
per cent). 

TABLE 3 


Net Error Ratios ror SRDS Estimates OF 
1954 ReTatL SALEs FoR 79] Criies 


Net Erver Ratios %, of Cities 


1.125 and over* 13.66 

1.075-1.125 12.51 

1.025-1.075 17.07 

975-1.025 16.18 

925- 975 13.90 

875- .925 10.11 

Under .875 16.62 

100.00 

* Lower limit inclusive. 
Median Ratio: 1.004 
Median Error (6-year cumulation): +8. 3% 
Median Error (average per year): tis 


Table 4 shows how this error ‘esias 
with city size. As expected, there is a 
negative correlation between city size 
and the median error. 


BIAS IN CITY ESTIMATES 


A Median Net Error Ratio of 1.0045 
for all 791 cities indicates practically no 
general bias in the city estimates. This 
is a somewhat unexpected result. Since 
city estimates are under considerable 
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TABLE 4 


MEDIAN Net Errors FOR LARGE AND SMALL CITIES 
SRDS Estimates OF 1954 RETAIL SALES 


Median Net Errors 
Largest Cities Smallest Cities 


Ist 50 +5.75% +13.12%, 
2nd 50 6.03 10.05 
3rd 50 8.29 12.50 
4th 50 8.65 7.20 
5th 50 7.50 10.00 
6th 50 7.19 9.64 
7th 50 9.00 7.00 
8th 50 6.50 8.00 


local “‘booster” pressure to be raised, 
city estimates might have tended to be 
too high in general. 

The median errors for the various 
store-class estimates for cities were: 


Stores % 
Drug 11.1 
Auto 11.3 
Food 11.6 
General merchandise 14.5 
Home furnishing 17.5 


A capsule summary of the error pat- 
terns in estimates of 1954 retail sales is 
as follows: 


Area Median Net Error 
United States + 288% 
States 3.75 
Counties 9.08 
Cities 8.13 
Large counties 5.20 
Small counties 15.00 
Large cities 7.75 
Small cities 12.00 
Northeastern counties 5.50 
Southwestern counties 13.00 
Southern counties 8.00 
West coast counties 8.50 


Although from a practical viewpoint 
there was no evidence of significantly 
large bias, there was evidence of rather 
persistent small upward bias in the larg- 
est counties (0.5-1.5 per cent), and in the 
largest cities (1.5-2.5 per cent), and of 
small downward bias in the smallest 
counties (3.0-5.0 per cent), and smallest 
cities (2.0-3.0 per cent). 


PRACTICAL IMPLICATIONS 


It would be foolhardy indeed to as- 
sume that the 1954 error patterns are 


a perfect guide to the kinds of error 
patterns that prevail in other years. In 
some ways the 1948-to-1954 changes were 
relatively easy to project, particularly as 
to direction of change. Retail sales grew 
almost uninterruptedly through this pe- 
riod for practically every community. 
Although suburban shopping centers 
had begun to make inroads on sales of 
urban areas, they had not achieved great 
significance. 

The bias that might develop in allo- 
cating sales between urban and _ sub- 
urban shopping centers has to be kept 
in mind, especially when bank-debit 
data are the primary means of identify- 
ing sales changes. Banks have tended to 
lag behind movements to the suburban 
centers; so the debits “stay behind” in 
the city long after the sales have gone to 
the suburbs. This problem of the split 
between city and suburb will not be se- 
rious for most users of the estimates, 
however, because for many purposes one 
would be combining the urban and sub- 
urban data anyway. This would be par- 
ticularly true for advertising-budget al- 
locations where media coverage cuts 
across the whole area. 

On the other hand, some factors may 
tend to reduce the expected error over 
the next several years. Better informa- 
tion and better projection techniques 
are continually developing. 

Whether the magnitude of the errors 
is small enough to justify the use of these 
intercensal estimates by marketing peo- 
ple is, of course, for each marketing 
practitioner to decide for himself. There 
is no absolute standard of accuracy. Er- 
rors of estimate are often not so serious 
as failure to recognize their magnitude. 
One can learn to live with an error he 
knows about, whereas to ignore an error 
of even small size can be quite serious. 


MULTIPLE PACKAGING: 


A MERCHANDISING TOOL 


WILLIAM L. DEMPSEY, JR. 


Multiple-unit packaging, the practice of banding from two to twelve units of a product 
and selling them as a package, is an increasingly important force in American merchan- 


dising. Primarily a carrier of beer cans in 1947, this idea has grown enormously in the 


last ten years. 


Although there are problems in supermarket merchandising of canned products that 
multiple packaging will not solve, most of its users have reported success in increased 


sales. 


packaging for canned 
goods is about ten years old. Al- 
though started before World War II, its 
potential was not realized until after 
V-] Day. Four brewers—Schlitz, Pabst, 
Budweiser, and Schmidt—pioneered the 
multi-carton. Each used a closed box 
with six cans. The packages were plain, 
little more than small shipping cases. 
In 1947 the idea was revived, when 
Ballantine came out with a three-pack 
designed for merchandising. Several 
brewers joined in, and by the next year 
the beer six-pack reappeared. Since then, 
the multiple package for beer has been 
standard. Proved in the beverage field, 
multi-unit cartons have moved into 
other mass-distribution consumer areas. 
Multiple-unit packaging is the cur- 
rent practice of banding from two to 
twelve units of a product, and selling 


e@ About the Author. Market Development Man- 
ager for Container Corporation of America’s fold- 
ing carton division, William L. Dempsey, Jr., is a 
merchandising co-ordinator of new uses for packag- 
ing. 

The author is an authocity in his field of special- 
ization, and has systematized the multiple-packag- 
ing approach for Container. He also publishes a 
house newsletter, Multiple Packaging News, which 
circulates to more than 2,000 packaging executives. 

A graduate of the University of Virginia, Mr. 
Dempsey majored in marketing during two years 
of study at the Wharton Graduate School of Busi- 


them as a package. Although there are 
problems in merchandising of canned 
products that multiple packaging will 
not solve, most of its users have reported 
successful results. 

When asked what they felt was the 
greatest value of multiple packaging, 
203 retail food executives gave these rea- 
sons first: (1) larger unit sales; (2) in- 
creased total sales; (3) value, or lower 
price per unit. Other reasons were con- 
venience to customer, building of habit 


purchases, repeat sales, and greater prof- 
its. 


TESTS OF EFFICIENCY OF MULTIPLE 
PACKAGING 


Several important market-research 
tests of the efficiency of multiple packag- 
ing have been made, and these experi- 
ments bear out the hypothesis that sales 
go up when goods are packaged in mul- 
tiple units. 

One of the earliest tests on multiple 
packaging was made on canned corn. In 
this experiment, carried on for eight 
weeks, no price advantages were offered, 
and there was no consumer publicity or 
advertising. It was a pure test of the ef- 
fect of multiple packaging. 

The experiment required that multi- 
ple packages of corn in three-, four-, and 
six-can packs be displayed separately and 
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at different times, with no loose cans 
available; at other times, the multiple 
packages, in each size, were displayed 
‘side by side with loose cans. The Latin 
Square method of rotation was used. 
This type of design systematically alter- 
nates each experimental method within 
each store. Experiment requirement A 
starts in Store z, and rotates through- 
out each test store—staying the same 
length of time in each store. All other 
experiment requirements are similarly 
rotated. A diagram of this method looks 
something like a Latin Square—hence, 
the name. Purpose of rotation is to rule 
out neighborhood preferences, and any 
other special circumstance that might be 
present in some stores (or neighbor- 
hoods) and not in all. With this method, 
various treatments were systematically 
rotated throughout the various stores: 
single cans, three-packs alone, three- 
packs plus singles, etc. 

The six-pack plus singles arrangement 
resulted in an increase of 31 per cent 
over loose-can sales, and the three-pack 
plus singles resulted in an increase of 
27 per cent over loose-can sales. 

The Maine Sardine test, latest among 
the experiments on multiple packaging, 
is in many ways the most conclusive 
study so far. Sardines were considered a 
li’. ly subject for the test, because in- 
dustry sales have been practically stand- 
ard the last few years. The survey was 
made in eight Philadelphia supermar- 
kets over a period of sixteen weeks; and 
three-, four-, and six-can band cartons 
were tested alone, and in combination 
with loose cans. Loose cans were also 
tested alone, and the results used as the 
comparison. Each of the various packag- 
ing combinations was rotated through- 
out the stores, using the Latin Square 
method of alternation. 

It was found that every multipack 


combination showed a sales gain when 
compared with sales of loose cans alone. 
See Figure 1. Since no advance promo- 
tion was made of the test, and there was 
no price differential offered, this may 
be considered (as was the experiment on 
canned corn) a pure test of multiple 
packaging. 

This finding is significant for canners. 
Until recently, multiple packaging was 
used mainly as a tool to merchandise 
special items, or to offer deals. When a 
new product was being introduced, mul- 
tiple packaging was the solution; but 
indications now are that increased vol- 
ume in sales alone is equally important 
as the end-result. 

Income level made a significant differ- 
ence in shoppers’ multipack purchases, 
and this represented a valuable dimen- 
sion in multicarton research. The Maine 
Sardine test showed that a three-pack 
sold best in low-income neighborhoods. 
Evidently low-income shoppers did not 
want to tie up too much money in one 
item, such as sardines. But they did want 
to get at least three cans at once to save 
rebuying immediately. 

With higher-income consumers, the 
six-pack was often ideal, since the spe- 
cific amount of money required was not 
as big a problem. For retailers serving 
higher income purchasers, a ratio 60 
per cent three-packs and 40 per cent 
six-packs would probably be best. 


SOME CASE HISTORIES 


In addition to the ability of multiple 
packaging to move merchandise, case 
histories show that it has many other 
uses. 

1. Introduction of new products— 
H. J. Heinz Company brought out its 
new Campside Beans by means of a 
three-pack, sleeve-type, multipack for 
cans. Assembled and packed on auto- 


MULTIPLI PACKAGING: A MERCHANDISING TOOL 


Be. 


FIGURE 1. Sardine test cartons. Special multicartons were designed and manufactured by Con- 
tainer Corporation of America, Boston, to sell Royal River Sardines in multiple-packaging test 
in Philadelphia supermarkets; the three-pack was the best seller. 


matic equipment, the unit bid for 
shopper acceptance with the offer: “Buy 
two cans. Get one free.” Multipack thus 
becomes the medium for effecting an 
immediate sampling job. 


2. Selling a new concept—Kitty 


Snicker Cat Food changed its flavor in 
one area—took out the fish odor. As lim- 
ited research had indicated would be 
the case, cat owners approved heartily. 
The new no-smell food was then tested 
on seventy-five cats; they did not like it 
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at first, but grew to like it after a few 
servings. The problem was clear: get 
more than one can in the house to give 
the cat time to learn to like the food, so 
that the mistress would become a repeat 
buyer. 

The solution was to use an introduc- 
tory three-pack for the new cat food. 
Three cans were thus put into each 
house, and by the time the multipack 
was used up, the cat liked the new food. 
The merchandisers of Kitty Snicker Cat 
Food used multiple packaging, there- 
fore, to educate two distinct consumers 
—the housewife and the cat. 

3. Combining harmonious products— 
One promising multipack trend in- 
volves “convenience” foods. Packagers 
offer combinations for barbecue dinners, 
Mexican or Chinese dinners, picnic 
lunches, and the like. Tied together by 
the package, the resulting sale is two or 
more products instead of one. 

4. New marketing opportunities—In 
gift packaging, the Borden Company 
tapped the gift market by packaging six 
five-ounce jars of cheese spreads in a 
Holiday Cheese Snack selection. 

In seasonal packaging, Life Savers 
captured a share of the December buy- 
ing wave with its Christmas book of as- 
sorted flavors; and cigarette manufac- 
turers have done the same with their 
gift cartons. 

Although shoppers might not think of 
giving a single jar of cheese or a nickel 
package of candy as a gift, attractively 
packaged gift multiples of these items 
are well received; and the recipient of 
such a gift often becomes a steady user 
because of learning to use the product. 

5. Promotion of special price offers— 
Because of its billboard effect, and be- 
cause it lends itself to automatic han- 
dling, the multi-carton is playing a grow- 
ing role in deal and premium packaging. 


It provides relatively low-cost packaging, 
and makes available a larger-than-usual 
display surface for the packer. 

Wilbert Products, Inc., New York, 
sells three-can packs of its Dot Cleanser 
with a price break and a premium offer, 
but found it necessary to change the 
premium offer constantly to generate 
new interest. Now Wilbert merely or- 
ders a new press run of can bands to 
change the premium offer, with new 
copy and illustration, and the can itself 
remains standard. This solved the prob- 
lem of constantly changing the premium 
offer copy on successive runs of cans. 

6. Shopper convenience—Gulf Oil in- 
troduced a new three-pack to merchan- 
dise its power motor oil and outboard 
motor oil. The company believed that 
the can-band pack would be handy for 
the purchaser, and would also help the 
dealer make an effective display. 

7. Selling flexibility—Puritan Cord- 
age Mills, Inc., came out with a break- 
apart clothes-line carton, which offered 
the customer a choice of either fifty or 
one hundred feet of rope. The pur- 
chaser could use either length, because 
the package could be divided into two 
parts; and the connecting rope served 
as a handle. 

8. Small items—Sardines, spices, small 
vials of cake decorations, hardware items, 
etc., often have “tough sledding” be- 
cause they do not stand out from their 
competition, and frequently are hard to 
find. Multiple packaging is especially ef- 
fective for such items, which formerly 
lost impact because of their size. The 
multipack creates a better display than 
the small product, and stimulates gen- 
eral interest. 

g. Savings for retailers—-The multi- 
pack helps the merchant in his continu- 
ing battle against rising costs. Retail 
stores normally figure 1 per cent of 
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store-average operating cost for stock- 
ing, price marking, fronting, and check- 
out. Multiple packaging cuts this 1 per 
cent, because the store handles a multi- 
ple unit once, instead of a number of 
individual pieces. 

In addition to this 1 per cent, pilfer- 
age costs stores 14 to 1 per cent store- 
average operating cost. Multicartons dis- 
courage “light fingers,” because of the 
difficulties of stealing a multi-pack. 

Finally, the multi-pack facilitates end 
displays and floor stocks in retail out- 
lets. 

10. Improvement wholesaler-re- 
tailer relations—Without in any way in- 
volving the consumer, multiple packag- 
ing can help get a product from manu- 
facturer to retailer. A CCA shipping 
sleeve used by Carter Products on its 
Rise Shaving Cream is a good example. 
The old system packed each can of Rise 
separately in cases, with corrugated di- 
viders between each can. When re- 
shipped to stores, these cans had to be 
repacked. The new CCA carton helps 
wholesalers to service retailers who do 
not want an entire case of Rise, but want 
only three or six cans at a time. To serv- 
ice such an order, a distributor merely 
lifts the six-pack out of the corrugated 
case, and sends it to the druggist or gro- 
cer. If the retailer wants only three cans, 
the perforations in the sleeve allow a 
three-pack to be torn off. As an added 
convenience to the retailer, holes in the 
sleeve allow rapid price marking of the 
individual cans. 

11. Tie-in with advertising—The F & 
M Schaefer Brewing Company co-ordi- 
nated its advertising with package de- 
sign. Impulse buying accounts for 53 
per cent of all Schaefer sales. 

Schaefer's is now merchandising beer 
in a six-unit can band with two four- 
color illustrations, one on cach side. 


There are twelve varieties of illustra- 
tions, making six different cartons in 
all. Identical illustrations appear on car 
cards, in newspapers, and on TV. Every 
time a customer sees the package, he is 
reminded of the advertising, and vice 
versa. 

Tie-in merchandising, distribution in 
additional outlets, and penetration of 
special markets, such as the “do-it-your- 
self” and special age groups, also have 
potentials for multi-packaging. 


PROBLEMS OF MULTIPLE PACKAGING 


It would be a mistake to assume that 
all packagers experience success with a 
multipack. In certain packaging situa- 
tions, multiple-unit selling has proved 
unsuccessful. 

1. Limited use of product—If product 
use is infrequent, or is extended through 
several applications, it is best not to 
package in multipack. Since a product 
such as mustard is used only occasion- 
ally, a consumer would not want a three- 
or six-pack. The number a consumer 
buys depends on the frequency of use. 

2. Too large a multipack—A packer 
must determine the number of units of 
his product that consumers buy at one 
time; one more unit can then be added, 
and that is his carton size. A consumer 
will not ordinarily move from a three- 
can regular purchase in singles to a six- 
pack multi-carton, but he might well 
buy a four-pack. 

3. Unrelated products—It is not a 
good idea to band very different prod- 
ucts together, such as a can of cranberry 
sauce and a can of beans. This invades 
the buying choice of the consumer, and 
she does not like it. 

4. Variety of flavors~The consumer 
does not want the packager to make the 
selection for her of “suitable” or “popu- 
lar” items. For instance, a three-pack of 
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varied baby food might include one 
that did not agree with the baby. Result: 
either a torn package, or no sale at all. 

5. Price limitations—Packers find it 
psychologically better to have a multi- 
pack under the $1.00 price level. Multi- 
ples priced over this have less chance for 
success. 


FUTURE OF MULTIPLE PACKAGING 


Multiple packaging has a very prom- 
ising future. It is here to stay, and con- 
sumers will see it spreading tc many 
new types of products. 

1. Trends in various industries—Some 
packers of orange juice, dog food, and 
evaporated milk are adopting six-can 
packages as standard merchandising 
tools, rather than limiting multi-cartons 
to seasonal or promotional use. 

Baby-food packers are initiating store 
tests to determine what items belong in 
multi-packs. Baby orange juice may be 


the first item, followed by other juices, 
and possibly applesauce and pears. 


2. Trends in types of packaging— 
There will be increased use of multi- 
packs in aerosol plastic bottles, glass jars, 
and in the automotive parts field. These 
will be used for shipping purposes, 
rather than for merchandising. 

Gravity-fed, self-dispensing soft drink 
racks may be used in retail stores to fa- 
cilitate six-bottle carry-out sales. 

Big growth for the multipack lies 
ahead. There is a steady progression in 
the use of multipacks for increased sales, 
rather than only as a vehicle for give- 
away items or special promotions. Start- 
ing basically as a “carrier of cans,” the 
multiple-unit package has, during the 
last decade, become an effective mer- 
chandising tool for the processor, and 
represents a convenience to the retailer 
and to the consumer. The multi-pack is 
now used to introduce new products, 
promote premiums and special offers, 
act as an advertising medium, and— 
most important—sell more of a product. 


The Forum 


ROBERT FERBER, Editor 


INFLUENCE OF STORE SELECTION IN 
HOUSEHOLD BUYING 


CALLA VAN SYCKLE and OWEN L. BROUGH, JR. 


Results of controlled-store studies do not necessarily represent true consumer behavior. 
The controlled-store study reported here of sales of experimental beef cuts, shows that 
findings may be biased by the store or stores selected for an experiment. 


A CONTROLLED-STORE STUDY 


CONTROLLED-STORE study carried on in 

Spokane, Washington, in 1955 afforded 
an opportunity to study bias that might re- 
sult from store selection. The purchases of 
experimental cuts of beef by household buy- 
ers were being observed. The purpose was 
to test consumer acceptance of beef, show- 
ing distinct differences in fat-lean ratio and 
in fat marbling. The cuts sold were T-bone 
steaks and chuck roasts. 

Wholesale loins and chucks which would 
insure the differences wanted in the fat ap- 
pearance of the retail cuts were procured. 
They represented carcasses from animals of 
the same maturity, graded at the midpoint 
of U. S. Choice, Good, and Commercial 
qualities. The T-bone steaks and chuck 
roasts were cut and trimmed by the store 
butchers to meet the requirements of the 
experiment. 


@ About the Authors. Both authors received their 
Ph.D. degrees in Economics from lowa State Col- 
lege. Each has published in various professional 
journals and in Experiment Station Bulletins. 

Dr. Van Syckle served as Senior Consumer Rela- 
tions Officer with the Office of Price Administration 
during World War II, later as Consultant to the 
Rockefeller Foundation Survey of Crete, and from 
1951 to 1958 as Professor and Home Economist 
at the State College of Washington. She is now Vis- 
iting Professor of Family Economics at Florida State 
University. Dr. Brough is Professor and Agricul- 
tural Economist at the State College of Washington. 


U. S. grade identification was trimmed 
from the cuts. In Test 1, the fat-lean ratio 
test, fat trimming was held to a minimum 
and the total visible fat in a cut was dis- 
tinctly different in amount between one 
quality of cuts and the next. In Test 2, at- 
tention was focused on differences in fat 
marbling. Other fat was adjusted to the 
level of the lowest of the three qualities. 
Some exterior fat was trimmed from the 
higher quality T-bone steaks and chuck 
roasts. Some of the intermuscular fat was 
removed from the higher-quality chuck 
roasts. 

Arrangements with the stores allowed 
each test to cover one week, Monday 
through Saturday. In the displays of the 
test cuts, the three qualities were placed in 
adjacent rows and the order of the rows was 
changed daily. When purchasers removed 
cuts, replacements were to be made at once. 
To remove price as a factor in choice of a 
cut, each cut of one kind was sold at the 
same price per pound regardless of quality. 
The price in any one store was what it nor- 
mally would have been for the quality usu- 
ally carried. 

To identify the purchases and the pur- 
chasers, each package was inconspicuously 
labeled when wrapped. The label carried a 
three-digit code identifying the cut, the test, 
and the U. S. grade. An interviewer ap- 
proached each purchaser after a selection 


293 


4 
a: 
. if 
|| 


294 THE JOURNAL 


OF MARKETING January 1959 


had been made, explained whom he repre- 
sented, and removed the label from the 
package. He then entered the name and ad- 
dress of the purchaser on the label. The la- 
bels, one or more, from one purchase of a 
test cut were later placed on a colored card, 
a different color being used for each store. 
The cards with labels were used to an- 
alyze purchases and residence areas of the 
purchasers, and to allow a representative 
sample of each store’s customers in each test 
to be interviewed at home. Only customers 
residing in the city of Spokane were sam- 
pled for home interviews. The sample, a 
systematic random one, was drawn daily. 
It satisfactorily represented the total Spo- 
kane purchasers of test cuts in each store. 


THE STORE SAMPLE 


The project plan called for a representa- 
tive sample of all Spokane stores selling 
over five beef carcasses per week. The list 
of stores was prepared and a sample of 
seven, together with alternates, was drawn. 
However, several stores and their alternates 
refused to co-operate because the project 
required deviation from their normal mer- 


chandising practices. In the end, the sam- 
ple, a nonrepresentative one, consisted of 
five stores, four self-service and one service 
store. Store 5, the service store, withdrew 
from the experiment at the end of the fat- 
lean ratio test. 


Differences Among the Co-operating Stores 


Store 1 drew its Spokane customers from 
every census tract in the city; store 5 from 
nearly all; stores 2, 3, and 4 from a smaller 
number of tracts generally near their loca- 
tions. 

All of the stores had Spokane customers 
from families at high-, middle-, and low-in- 
come levels. However, store 1 drew its cus- 
tomers chiefly from the middle level, and it 
had the lowest proportion from the high 
level of any of the stores. Compared with 
the others, stores 2, 3, and 4 had the lowest 
proportion of buyers from low-income fam- 
ilies and the highest from high-income tam- 
ilies. 

Store 1 customarily sold U. S. Utility or 
low Commercial beef. The other stores nor- 
mally carried U. S. Choice or Good. 


TABLE | 


PURCHASE OF THREE QUALITIES OF TEsT CuTs AT DIFFERENT CO-OPERATING STORES 
(Percentage Distribution of All Buyers of Test Cuts) 


Cut, test, 
and store 


All 


buyers 


Number 


Buyers of U.S. grade q 


uality 


Choice Good Commercial More than 
one quality 
(%) (%) (%) 


%) 


T-bone steak: 


Fat-lean ratio test 
Store 
Stores 2, 3, 4 
Store 5* 


Marbling test 
Store | 
Stores 2, 3, 4 
Chuck roast: 


Fat-lean ratio test 
Store | 
Stores 2, 3, 4 
Store 5* 


Marbling test 


Store 
Stores 2, 3, 4 


3 
20 
8 


* Store 5 withdrew at the end of the first 


171 24 31 25 
265 20 33 39 
189 5 79 5 
261 22 29 30 19 
313 15 73 1 
265 23 30 39 8 
74 31 35 34 0 
377 5 10 83 2 
238 29 41 29 1 
week. 
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Quality Choices in the Stores 
It is generally assumed that people’s 
choices are shaped by experience. Home in- 
terviews indicated that seven out of ten cus- 
tomers usually bought their beef cuts in the 
store where the test cut was purchased. If 
purchasers of test cuts were accustomed to 
buying and using the lower grades of beef 
and had had little or no experience with the 
higher qualities, the test cuts nearest the 
accustomed quality would be selected. If 
this is true, the store customarily selling 
U. S. Utility or Commercial beef would be 
expected to sell a higher proportion of 
Commercial test cuts during the experi- 
ment than would the other stores. 
Table 1 shows that buyers of test cuts in 


store 1 did indeed choose U. S. Commercial 
quality much more frequently and U. S. 
Choice and Good much less frequently than 
buyers in the other stores. The differences 
are highly significant (P less than 0.01). Dif- 
ferences are of the same order when the 
sample of Spokane purchasers interviewed 
at home is used. 

If the sales of either T-bone steaks or 
chuck roasts in all co-operating stores to- 
gether were reported, one would conclude 
that in each test U. S. Commercial quality 
(middle of the grade) was preferred over 
U. S. Good and U. S. Choice qualities (mid- 
dle of the grades). If only stores 2, 3, and 4 
had been in the experiment, no such con- 
clusion could be reached. 
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PIONEERS IN MARKETING* 
EDWARD A. FILENE AND LINCOLN FILENE 


HE contributions to the advance- 

ment of retail distribution made by 
Edward Albert Filene and Lincoln Fi- 
lene through their world-famous store 
in Boston are a significant chapter in the 
history of marketing in this country. 
Their long-range vision encompassed 
some major pioneering ideas which set 
the stage for important progress in their 
field. Their unusually broad conception 
of the part their store should play in its 
sphere of activity and their sense of per- 
sonal responsibility and duty to their or- 
ganization and to the community made 
these men distinguished figures whose 
influence will long be felt. 

“EA,” as Edward Filene was called, 
and Lincoln and their associates devel- 
oped the Filene organization to the 
point where it became one of the great- 
est institutions for effective distribution 
and the largest specialty store in the 
world. Under their leadership the store 
made significant advances in methods of 
merchandising. 

One such innovation was EA’s idea 
of the Automatic Bargain Basement, first 
used in 1909, whose unique method of 
operation has never been successfully 


* Regarding PIONEERS IN MARKETING. In 
order to pay tribute to the men who have been 
leaders in the field of marketing, some years ago 
the American Marketing Association established a 
Committee on Biographies to run a series of state- 
ments on the pioneers in the field. In this series the 
Association honors the distinguished men of the 
past, and those of the present who are approaching 
retirement, who have contributed in an outstand- 
ing way to the thought and development of mar- 
keting. 


Wroe Alderson John E. Jeuck 
Albert W. Frey Fred M. Jones 
E. T. Grether Franklin Lynip 


Perry Bliss, Chairman of Committee on Biographies 


duplicated elsewhere. Merchandise, un- 
der this plan, has to be sold in go selling 
days. It is first marked at a bargain price. 
If it is not sold within 12 selling days, 
the price is automatically reduced 25 
per cent, and another 25 per cent at the 
end of 18 selling days; then still another 
25 per cent reduction is made after 24 
selling days. If the merchandise remains 
unsold after 30 days, it is given to char- 
ity. The skill with which the buyers se- 
lect goods for basement sale (odd lots, 
manufacturers’ surplus, remainders from 
leading stores, stocks of bankrupts, etc.) 
is such that very little remains at the 
end of the go-day period. 

The Model Stock Plan is another in- 
novation in merchandising initiated by 
EA in 1925 and described in his book 
The Model Stock Plan (1930). The idea 
of this plan is “having the right goods, 
at the right prices, in the right quanti- 
ties, at the right time.” 

The Filene brothers had a keen inter- 
est in scientific management. They be- 
lieved that facts are the essential in- 
gredient in judgment. EA, in his book 
Next Steps Forward in Retailing (1937), 
said that “thinking based on fact finding 
is more important than traditional ex- 
perience.”” He constantly emphasized the 
importance of collecting facts and in- 
terpreting them. He stressed the need of 
applying scientific management to large- 
scale operation, involving research as 
the first and fundamental principle. 

EA believed that the future belongs 
to large-scale retailing. For most success- 
ful large-scale management, he said, we 
need a combination of two main types— 
the chain store and the department store. 
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His philosophy is expressed in his state- 
ment that “mass production is not sim- 
ply large-scale production. It is large- 
scale production based upon a clear 
understanding that increased production 
demands increased buying, and that the 
greatest total profits can be obtained 
only if the masses can and do enjoy a 
higher and ever higher standard of liv- 
ing.” In his Foreword to E. A. Filene’s 
book Successful Living in This Machine 
Age (1931), Glenn Frank said: ‘More 
than any other American, and before 
any other American, he foresaw and 
formulated the social significance of 
mass production and mass distribution, 
if and when these processes are subjected 
to statesmanlike direction.” 

EA believed that “the challenge to 
American retailers is given by mass dis- 
tribution and calls for a change from 
shopkeeping to mass distribution, better 
service to the consumer, cutting high 
costs of distribution, because scientific 
large-scale management will help elim- 
inate the sources of the enormous waste 
in present-day distribution and give the 
consumers the best values for their dol- 
lar.” Mass distribution, he said, does not 
necessarily mean large corporations. “It 
means that consumer wants will be sat- 
isfied by the most efficient methods at 
lowest possible costs.” 

EA pointed out that small independ- 
ent stores could be efficient outlets of 
mass distribution if organized as “volun- 
tary chains,” pooling their purchases and 
centralizing policies and functions such 
as merchandising, advertising and _ re- 
search. To be most successful they must 
apply scientific management. 

He believed in the credit-union idea 
and gave substantial sums to the organ- 
ization which is now nation-wide. His 
interest in economic advance led him to 
establish and endow The Twentieth 


Century Fund. He also established the 
Edward A. Filene Good Will Fund, 
Inc., to be used in encouraging organ- 
ization of consumer co-operative depart- 
ment stores—a project that has had little 
growth to date. 

EA firmly believed in the importance 
of people of various nations learning to 
know each other. He sparked the idea 
of “tourist-class” transportation on ocean 
liners, which became highly successful. 
He made trips to Europe an annual af- 
fair, meeting heads of government, im- 
portant merchants and others interested 
in world affairs and progress. He con- 
ceived the idea, now used universally, of 
the device for simultaneous translation 
of speeches in various languages with in- 
dividual earphones for listeners. The au- 
thor accompanied EA to London in 1921 
to the first meeting of the International 
Chamber of Commerce where this de- 
vice was initiated. 

EA was a powerful influence in the 
formation of the International Chamber 
of Commerce, also of the Chamber of 
the United States and The Boston Cham- 
ber of Commerce. It was his belief that 
businessmen should organize for their 
common good, for the promotion of 
standards of doing business and making 
the community a better place in which 
to live and do business. 

Edward Filene was a dynamic per- 
sonality whose ideas and vision of the 
future of retail distribution were a sharp 
challenge to those satisfied with the 
status quo. He and his brother, Lincoln, 
firmly believed that their store was an 
instrument for public service. EA was 
impatient of time in seeing his ideas 
carried out. He was a prolific reader of 
modern economic literature and that 
dealing with civic and foreign affairs. 
He believed that the essence of progress 
is constructive change. 
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Though different in temperament, 
EA and Lincoln Filene supplemented 
each other with an unusual combination 
of qualities which marked the success of 
the Filene enterprise and contributed 
substantially to the advance of retail dis- 
tribution. 

Lincoln made his contribution 
through his influence on the personnel 
in his organization. The selection and 
training of people for the jobs of mer- 
chandising was one of his major inter- 
ests. This led to his strong support in 
launching the movement to establish 
personnel administration on a_profes- 
sional basis, and its widespread develop- 
ment. It all began in 1909 when The 
Vocation Bureau of Boston, headed by 
Meyer Bloomfield who worked closely 
with Mr. Filene, called together fifty 
men engaged in hiring people in shops 
and stores, to consider the advisability 
of meeting regularly and exchanging ex- 
perience. They organized the Employ- 
ment Managers Association. This was 
the impetus which led other cities to or- 
ganize similar groups to give special at- 
tention to personnel administration as a 
vital factor, not only in the field of re- 
tail distribution but in business and in- 
dustry generally. Ernest Martin Hop- 
kins, who later became President of 
Dartmouth College, was engaged by Lin- 
coln Filene to act as Employment Man- 
ager of the store. 

The vocational-guidance movement 
also had its beginning with The Voca- 
tion Bureau to which Lincoln Filene 
gave substantial time and support. Fi- 
lene then encouraged action in advanc- 
ing vocational education with the aim 
of making production and distribution 
more efficient. This led to his sustained 
interest in business education as a means 
of training men for executive positions 
and leadership. For many years he served 


on the Visiting Committee of the Har- 
vard Business School. His friends estab- 
lished the Lincoln Filene Chair in 
Retailing at the School, now held by 
Professor Malcolm P. McNair. 

Lincoln Filene’s ability in dealing 
with people was an important factor in 
the store’s success. He inspired people 
and brought out the best in them. He 
believed that personnel are the key to 
successful management and _ relations 
with the public. His philosophy is out- 
lined in his book A Merchant's Horizon 
(1924). 

He believed strongly in research, in 
getting at facts on which to base intelli- 
gent judgment and purposeful action. 
He felt that industrial research would 
bring about better products which his 
store and others could make available to 
the public. And so, years ago, he urged 
the New England Council to engage in 
such research. This concept was com- 
paratively new at the time and slow in 
making a start. 

In 1929 in an address before the First 
Boston Conference on _ Distribution, 
which he encouraged throughout his 
life, he said: ‘““The value of research in 
instructing us how to hold manpower 
is of the very first importance . . . the 
greatest force in competition of the fu- 
ture is intensive research within our 
own establishments to clarify our own 
thinking on the appreciation of our ex- 
ecutives and the proper training of such 
executives to higher positions.”” On his 
initiative years ago the store organized 
a research department dealing with prob- 
lems of the business, a novel project at 
the time. 

In his aim to make merchandising 
more scientific Lincoln Filene felt that 
exchange of information and ideas as to 
best practice among a group of repre- 
sentative stores in various cities would 
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be desirable. In 1916 he broached the 
idea to the heads of eighteen of the na- 
tion’s leading stores. They accepted the 
idea enthusiastically and set up the or- 
ganization known as The Retail Re- 
search Association. Lincoln Filene was 
elected President and Chairman of the 
Executive Committee, which offices he 
held till 1943. In 1918 these stores 
formed the Associated Merchandising 
Corporation for the co-operative buying 
of much of their merchandise. Subse- 
quently more stores were added to the 
group, including Harrods of London 
and the Myer Emporium, Ltd., in Mel- 
bourne, Australia. The volume of pur- 
chases has grown to over a billion dol- 
lars. 

Both Filenes were born in Massachu- 
setts of parents who came from Posen 
(then in Germany). Neither had the op- 
portunity for a college education, as 


they were obligated to carry on the busi- 
ness of the small store established by 
their father in Salem, Massachusetts, and 
which moved to larger quarters in Bos- 
ton. From that small beginning the 
brothers, aided by their colleagues, E. J. 
Frost, Louis E. Kirstein, H. D. Hodgkin- 
son, and Samuel Seegal, built the store 
into the great institution it is today. 

EA and Lincoln Filene were honored 
by many colleges for their activity in the 
public interest. EA received honorary 
LL.D. degrees from Lehigh University, 
Rollins College, and Tulane University. 
Lincoln received an honorary M.A. from 
Dartmouth and an LL.D. from Bates 
College, and was elected an honorary 
member of Phi Beta Kappa by the Wil- 
liam and Mary College chapter. 


DANIEL BLOOMFIELD 
Boston Conference on Distribution 


INDUSTRIAL MARKETING 


SEVENTEEN WAYS TO IMPROVE MARKETING EFFECTIVENESS 


RICHARD C. CHRISTIAN 


cb yee era of the “hard sell,” or the “buyers’ 
market,” is once again a basic element in 
the economy. More and more industrial firms 
are looking for ways to improve marketing effi- 
ciency as they strive to increase sales and prof- 
its. 

As a step to achieve better marketing effec- 
tiveness, manufacturers are applying “market- 
ing self-audits” to pinpoint weaknesses and de- 
velop useful ideas. Delving into all business 
areas, some only indirectly related to market- 
ing operations, companies are finding dozens of 
ideas and methods to improve their marketing 
efforts. 

Aggressive and imaginative marketing by 
General Electric, IBM, duPont, and other 
giants is often matched by equally skillful mar- 
keting by many medium-size and smaller firms 
such as Clark Equipment, Bell & Howell, and 
Texas Instruments. Through applied self-analy- 
sis made by the marketing-research department, 
an outside management-consulting firm, or by a 
group of the top-management staff, industrial 
companies are continuously probing functions 
and ideas such as these: 


1. Accelerate the introduction of new prod- 
ucts. If product planning, development, 
and testing can be stepped up without sac- 
rificing quality and profits, get your new 
products to the market as fast as possible. 

2. Concentrate on selective selling. Focus sales 
efforts on major prospects, already partially 
developed, and whose likelihood of pur- 
chase is greatest. Pin down, by prospect 
name, the top 100, 200, or 1,000 prospects, 
and sell them hard. Organize a_ well- 
planned sales campaign on a target basis 

. supported by selective advertising and 
promotion. 

3. Increase marketing-research probing. Thor- 
oughly analyze and review: 

—breakdown of sales territories, especially 
looking for weak spots and over-manned 
areas. 

—channels of distribution and methods of 
evaluating their performance; and con- 
sider improved methods for upgrading of 
distribution outlets. 


4. Review and step up market-analysis activi- 
ties. Be sure that: 

—sales and market potentials are realistic 
by industry and territory. 

—sales quotas are based on proper poten- 
tials. 

—sales compensation programs are fair, flex- 
ible, realistic, and contain effective incen- 
tives. 

5. Re-evaluate ali sales aids and sales-presen- 
tation materials. Make sure that your most 
powerful sales arguments are being pre- 
sented accurately and tellingly. Consider the 
use at the point-of-sale of: 

—desk-size pictorial flip charts 

—slide films or motion pictures 

—product samples and models 

—illustrative literature and booklets 

—charts, graphs, cut-away drawings, di- 
agrams, blueprints, installation pictures 

—advertisement reprints 

6. Investigate the possible use of operations 
research. O.R. may result in better inven- 
tory control, more effective warehousing, 
and more efficient selling. Companies are 
finding more uses for operations research 
every day—be sure you are not overlooking 
a useful techniq.:e. 

7. Determine how automation can be applied. 
This refers to functions other than just 
manufacturing. Automation can be used 
successfully in many office, bookkeeping, 
marketing, and communication operations. 
And tremendous savings and increased efh- 
ciency can be developed by employing 
integrated data processing and other auto- 
mated communication techniques and _sys- 
tems. 

8. Review and analyze pricing practices. If 
price reductions seem necessary to stimulate 
business and compete favorably, be sure to 
consider both the short-range and long- 
range consequences of such action. A care- 
ful study of your price-setting methods as 
well as costing procedures should be put 
on a periodic and regular basis. 

g. Consider the possible use of sales contests. 
They might stimulate increased sales. But, 
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unless you have had lots of experience with 
contests, be sure to seek expert counsel and 
guidance. 

. See if your product can show demonstrable 
cost-reduction possibilities to prospects. If 
so, be sure that the sales force is selling 
this advantage. It is this kind of argument 
which helps to get sales in depressed busi- 
ness periods. 


11. Instigate a thorough study of competitors. 


Review their current sales strategy, basic 
sales arguments, sales ammunition, product 
lines, pricing practices and strategy, and 
advertising and promotion. Knowing com- 
petitive policies and practices can often 
provide a helpful guide to your own ac- 
tions... not to emulate or to act de- 
fensively, but to take advantage of competi- 
tive weaknesses. 
. Check up on your internal sales communi- 
cation system. All your salesmen should be 
kept informed on: 
—sales arguments appearing to be most ef- 
fective. 
—how individual salesmen are “closing” 
their toughest prospects. 
—fringe markets that might become major 
customers with proper cultivation. 
—specific products which seem to be most 
salable during poor business periods. 
. Conduct a special “Marketing Manpower 
Meeting.” This meeting should include all 
key marketing men, especially regional or 
district sales managers. Theme: “How to 
boost sales—now!” Such a creative session 
can often stimulate and produce a variety of 


usable ideas; can sharpen the techniques - 


and desires of the marketing team; can in- 
crease confidence and morale; and can 
enable top management to spell out specifi- 
cally the direction and strategy to be fol- 
lowed. Furthermore, it provides an oppor- 


tunity to let the field sales personnel “feed 
back” to headquarters their own ideas and 
suggestions. And it gives them a sense of 
management participation. 

14. Insist on a “10% Extra Effort” program. 
Every salesman should be asked to make at 
least one extra call per day. And sales man- 
agers should hit the sales trail also—making 
calls on key customer and prospect execu- 
tives. Since top-management people often 
receive an unusually good reception from 
customer-prospects, they should also con- 
sider sales calls on key companies. 

. Analyze the present product mix. There 
may be products whose potentials are so 
small or profit so limited that they should 
be dropped from the line. Product poten- 
tials should be measured as accurately as 
possible, and certainly the sales force should 
be given direction on products to push. 

. Personalize sales contacts with customer- 
prospects. Use telephone, telegraph, and 
Teletype messages. Combined with stepped- 
up personal calls, these sales messages can 
stress the cost-savings advantages of your 
products and services. In addition, you will 
be building your “share of the mind,” an 
important factor for future personal sales 
contacts. 

. Strengthen your institutional advertising. 
This will help to create your company im- 
age and personality. Developing a positive 
and meaningful image is added insurance 
against the day when the competitive differ- 
ential is so small that intangible or sub- 
conscious motivations are a vital influence 
in the purchasing decision. 


Many of these ideas are not new. But all of 
them are worth-while simply in relation to 
current planning. After all, the use of any one of 
these ideas might trigger action for the indus- 
trial marketer. 


Marketing Research 


WILLIAM S. PENN, JR., Editor 


Editorial Staff: Oscar P. ARNAY, Worthington Corp.; Rosert L. CLewert, University of Pennsyl- 
vania; Rosert H. Core, University of Nebraska; Laurence P. Down, University of Michigan; 
PauL Enreur, Consultant; Grorce Fisk, University of Pennsylvania; ALFrep Gross, New 
York University; KENNETH A. Gruss, Trundle Consultants; RicHarp J. HAND, Queen's University; 
STANLEY C. HOLLANDER, Michigan State University; Eucene J. Kettey, Michigan State University; 
T. Ketrey, University of Pennsylvania; WittiAM Lazer, Michigan State University; 
Jaxer K. McCusker, Grace Chemical Research and Development Company; FRANK MEISSNER, 
Crown Zellerbach Corporation; Ropert E. Meyer, Union Oil Company; T. A. Petit, University 
of California at Los Angeles; J. M. RATHMELL, Cornell University; DAN RENNiICK, American 
Druggist; J. E. Saunpers, Automobile Club of Southern California; Jos K. Savace, U. S. Dept. 
of Agriculture; Steven J. SHaw, University of South Carolina; Marvin SMOLAN, Schering Corp.; 
Rosert R. Tuek, Sutherland Paper Company; T. ULEMAN, Pittsburgh Plate Glass Company; and 
Joun S. Wricut, Montana State University. Initials of staff members, following subject headings, 


identify the reviewers of the individual items. 
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List OF GENERAL HEADINGS 


. Advertising 

. Area Analysis 

. Bibliographies 

. Buying and Purchasing 


Communication and Market News 


. Costs and Efficiency 

. Customer Analysis 

. Financing 

. Foreign Marketing 

. General Marketing Studies 

. Government Regulation 

. History and Trends 

. Integration 

. Managerial Control 

. Managerial Organization of Marketing Activities 
. Marketing of Specific Goods and Services 
. Merchandising 

. Prices and Price Policies 

. Related Subject Matter Fields 

. Research and Research Techniques 
. Retailing 

. Risk 

. Sales Management and Salesmanship 
. Sales and Economic Forecasts 

. Standardization and Grading 

. Statistical Data 

. Storage and Packaging 

. Teaching of Marketing 

. Theory of Marketing 

. Transfer of Legal Possession 

. Transportation 

. Wholesaling 

. Unclassified 


CORRECTION 

In a review of “Distributors Embark on Opera- 
tions Research” (Industrial Distribution, January, 
1958, pp. 99-101) which appeared in the October 
issue of THE JOURNAL OF MARKETING (p. 206), refer- 
ence was made to a proposed study by Ohio State 
University’s Bureau of Business Research on “ways 
and means to prove distributors’ case to purchasing 
agents.” 

In the June issue of Industrial Distribution it is 
stated that “the Ohio State faculty group will probe 
distributors’ role in economy, their dollar and 
cents value to customers and suppliers”; and it is 
indicated that the word “probe” should have ap- 
peared in place of the word “prove” in the initial 
Industrial Distribution article. 

Consequently, the statement in the October issue 
of THE JOURNAL OF MARKETING was in error that, “it 
is unfortunate that an outside ‘impartial’ Bureau 
of Business Research should be associated with this 
goal” fof proving the distributors’ case]. 

THE JOURNAL OF MARKETING makes this correction 
in behalf of The Ohio State University Bureau of 
Business Research and the faculty of The Ohio 
State University College of Commerce and Admin- 
istration, because no slight was intended as to their 
standards of research or as to the motives of those 
connected with this project. 


1. ADVERTISING 


1. Comments on Subliminal. Projection. H. Rich: 
ard Blackwell, The Journal of Communica- 

tion, Summer, 1958, pp. 68-76. [W.L.} 
Blackwell asserts that “there is no convincing 
evidence that subliminal projections offer possibil- 
ities on threats of especially effective contro] of 
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human behaviour.” There is much evidence to the 
contrary. Evidence indicates that optical projections 
are effective in direct proportion to their visibility. 
On these grounds, subliminal projections are un- 
usually ineffective. 

The author’s opinions are based on studies of 
subliminal stimuli—the basic nature of psychophysi- 
cal discrimination data and methods used to col- 
lect such data in experiments conducted. The ex- 
periments, however, shed no light on whether or 
not subliminal projections have unusually com- 
pelling effects because they affect the subconscious. 
It is suggested that systematic studies of slogans be 
made, similar to those made by the author of light 
discs to investigate whether subliminal projections 
are unlike the subliminal stimuli studied. 


1. Changing Times—Changing Words. Mario Pei, 
Challenge, June-July, 1958, pp. 18-22. [W.L.] 


Two forces, working in opposite directions are 
reshaping the American language. One pushes the 
language into a standardized mold, the other breaks 
it up into separate tools for separate segments of 
the population. Yet both of these contradictory 
forces stem from the same sources—promotional 
advertising and specialized technology. 

Advertising, which is designed to spur nationwide 
sales, needs a standardized language. It must avoid 
“local” and “regional” words in nationwide cam- 
paigns. As a result advertising exerts a powerful 
leveling force upon our written and spoken lan- 
guage. Many advertisements perpetuate the use of 
poor English and even create language distortions. 

A rapidly expanding technology on the other 
hand is tending to create special vocabularies. This 
in turn tends to expand our legitimate vocabulary 
of the language and spills over into the layman’s 
vocabulary. Advertisers make use of the specialized 
words in their communications, and eventually they 
are accepted as part of personal wordstocks. 

It is concluded that while advertising tends to 
stress “the short, pithy, monosyllabic elements of 
vocabulary,” which are phonetically spelled, and 
designed to ensnare rather than enlighten, there is 
nothing that can be done about it. 


1. Subliminal Stimulation: An Overview. James V. 
McConnell, Richard L. Cutler, and Elton B. 
McNeil, The American Psychologist, May, 
1958, pp. 229-239. [W.L.] 

Subliminal advertising has received much pub- 
licity and has been advanced as the newest of the 
promises of the application of psychology to ad- 
vertising. Readers of this article will find that it 
provides an excellent overview of the recent applica- 
tion of subliminal techniques by advertisers, of the 
psychological research carried on which concerns 
influencing an individual’s behavior without the 
individual's awareness of being influenced, and of 
the research concerned with the influence of inner 


states of the organism upon the threshold for con- 
scious recognition of certain stimuli. 

The work of experimental psychologists in sub- 
liminal projection and related areas is traced in a 
comprehensive review of pertinent research. In- 
cluded are references to such early research as that 
of Suslowa (1863) and Pierce and Jastrow (1884). 
The authors also present several summative state- 
ments and draw conclusions warranted by research 
findings. 

Several important and unanswered methodologi- 
cal questions are discussed, including: 


1. What kinds of behavior can be influenced by 
subliminal advertising? 

. What types of stimuli operate best at subthresh- 
old intensitives? 

. Do various subliminal stimuli affect different 
levels of consciousness? 

. What are the technological problems involved in 
stimulating subjects subliminally? 

. What are the characteristics of the perceiver 
which affect subliminal perception? 


The writers conciude that “the flurry of claim 
and opinion about the effectiveness of subliminal 
methods seems to be based more on enthusiasm 
than controlled scientific experimentation.” The 
need for more psychological experimentation is 
stressed and some of the ethical issues are pre- 
sented. A 132-item bibliography is included. 


1. Public Relations & Advertising, Inc. George 
Dickson Skinner. Public Relations Journal, 
June, 1958, pp. 7-8, 24. [W.L.] 

This article is concerned with the question of 
whether an advertising agency may not be wise to 
deal with only paid time and space and leave the 
different skills and approaches of public relations 
to firms concerned with nothing else. Strong opin- 
ions have been voiced on both sides. The close re- 
lationship between advertising and public relations 
is pointed up by three factors: 


1. Both advertising and public relations aim at 
selling, although they use different methods. 

2. Product publicity, an important part of the pub- 
lic relations program, in turn is supported by, 
and supplementary to, advertising. 

3. The field of sales promotion integrates advertis- 
ing and public relations so that the borderline 
between them becomes hazy. 


The adoption of the marketing concept implies 
the co-ordination of all business activities to achieve 
profit objectives, and the acceptance of a consumer 
orientation. Under such a scheme public relations, 
which provides two-way communication between 
the public and corporate management, becomes an 
important element of the integrated marketing sys- 
tem. Advertising and publicity then become parts 
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of a communications system and are alternative 
means of delivering company messages. From the 
point of view of corporate objectives they are not 
individual functions, but are rather complementary 
components of a company’s marketing strategy. 


1. Radio Today: Alive and Kicking. Tom H. 
Stevens, Public Relations Journal, July, 1958, 
pp- 4-6. [w.L.] 

Television has not eclipsed radio, and radio is 
still a major medium for both commercials and 
public service messages. In 1957 there were approxi- 
mately 150,000,000 radio receivers in the United 
States: 102,000,000 in homes, 38,000,000 in cars, and 
10,000,000 in public places. Radio which boasts 
more than 3,700 AM and FM stations took in 
$81,000,000 more in 1957 than in 1956. The major 
portion of these billings fall to local stations 
whether wholly independent or affiliated with one 
or more networks. In 1957 local radio station 
revenues were up $35,000,000 over 1956, spot sales 
increased by $43,000,000, while network time sales 
increased by only $3,500,000. Moreover, between 
1948 and 1956 radio network sales fell from 
$133,700,000 to $44,800,000. 

A survey made for the National Association of 
Broadcasters shows a change in listening habits. 
The average home uses its radio about two hours 
per day—in the morning and late at night—for 
news, weather, and music. Listening has also 
changed from a group affair to an individual affair. 
With listening so highly individualized the adver- 
tiser has shifted his budget objectives from that of 
reaching a bulk audience to reaching a cumulative 
one. j 

Radio presents advertisers with an opportunity 
of reaching a class market. Most of the larger cities 
have quality stations, either FM or AM, which 
allows appeals to be made to a more discriminating 
group of listeners. 

It is estimated that by 1960 there will be more 
than 4,000 radio stations in the U. S. Only 1,000 
of them can hope to be affiliated. The other 3,000 
will be concerned with either winning a mass 
market or appealing to a select following. The 
latter group will have important cultural implica- 
tions. 


1. Point-of-Sale Material: Boon or Bane? Super 
Market Merchandising, June, 1958, pp. 95-99- 
[w.t.] 


Point-of-purchase advertising has been attacked 
as being inefficient, wasteful and ineffective. Rep- 
resentatives of the supermarket industry, the litho- 
graphing industry, and Point-of-Purchase Institute 
give their opinions. Included in the comments are 
details on a survey of 24,000 stores undertaken by 
Johnson's Floor Wax, concerning displays. 


2. AREA ANALYSIS 


2. Economic Aspects of Urban Land Use Patterns. 
Ernest M. Fisher, The Journal of Industrial 
Economics, June, 1955, pp. 198-208. [S.c.H.] 


Classical and neo-classical value and distribution 
theory used a concept of “land” based largely 
upon agricultural considerations. Fisher considers 
this concept of little use for analysis of urban land 
utilization, where both land and improvements 
merge into an economic unit and where site re- 
places “the indestructible powers of the soil” as the 
source of value. 

The specialization of areas within the community 
accompanies the urban specialization of function; 
spatial concentration implements the exchange of 
goods and service with minimum “friction of space,” 
and economies in the web of movement of persons 
and goods become important. 


5. COMMUNICATION AND MARKET 
NEWS 


5. A Perspective on Rumor. Walter Weiss, Public 
Relations Journal, June, 1958, pp. 12-16, 19. 
[W.L.] 


This paper examines certain presuppositions con- 
cerning rumors and presents an account of qualities 
of rumor situations. Rumors are defined as state- 
ments “of purported fact or of inference stimulated 
by fact.” According to this definition, subject matter 
is not the distinguishing characteristic of rumors. 


Rather three recurring qualities characterize ru- 
mors: 


1. Lack of “secure standards of evidence” for de- 
termining the truth of the communicated propo- 
sition. 

2. Word-of-mouth transmission among persons. 

3. Propagation by sources not the object of the 
rumor nor in a position to be directly aware of 
the truth of the rumor. 


Each of these attributes is discussed in detail. 

Reactions to rumors can range from complete 
acceptance to suspension of judgment or rejection. 
Rumors which are plausible, that sati<'y our wants 
and needs, which are spread cons’stently, and 
emanate from familiar people are more likely to be 
accepted. If the object of the rumor fails to act and 
if the rumor is current, activities are interpreted 
and misconstrued to substantiate rumors. In fact, 
acceptance of rumors can cause a “snowballing 
effect” which leads to forced validation of the 
rumor—the rumor can be self-fulfilling. 

Weiss concludes that quick action must be taken 
against significant rumors and presents various 
methods for dealing with them under different 
conditions. 
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6. COSTS AND EFFICIENCY 


6. Sales Per Person and Size in Retailing. W. S. 
McLelland, The Journal of Industrial Eco- 
nomics, June, 1958, pp. 221-229. [S.C.H.] 


The publication of the z950 [British] Census of 
Distribution has led many British economists, es- 
pecially Lady Hall, and Professors Knapp, Pollard 
and Hughes, to attempt studies of retail labor 
productivity based upon sales figures per employee 
in stores of different types and sizes. McLelland here 
attacks a similar study published by Professor R. W. 
Revans in Agenda (a co-operative publication). 

While McLelland criticizes the common simplify- 
ing assumption that treats each part-time worker 
as if he or she were half of a full-time one, the 
major attack in this article is on the output side of 
the productivity ratio. The statistical studies have 
tended to treat all retailing (in a given commodity 
field) as homogeneous, and have ignored variations 
in degree of vertical integration (i.e. total market- 
ing and manufacturing functions performed) and 
in customer service and amenities. 


6. Convenience Foods and Their Cost to Consumers 
—A Pilot Study in Washington, D. C. Roland 
G. Harris and Philip B. Dwoskin, The Mar- 
keting and Transportation Situation, U.S.D.A., 
July, 1958. [J-K.s.] 


The question has recently been raised as to how 
much more convenience foods—those with added 
marketing services, or those which are more highly 
processed—cost than the foods for which they are 
substituted. Further, it is asked whether any in- 
crease in the part of the consumer’s food dollar 
going to pay for the added services results in less 
money being spent on food, or whether new prod- 
ucts with added marketing services may be a key 
factor in maintaining or expanding the proportion 
of income spent on food and services. 

To gain a better understanding of the impact of 
convenience foods, the Market Development Branch 
of AMS undertook a pilot study in Washington, 
D. C., during December 1957 as a preliminary step 
in evaluating the economic effects of the trend to- 
ward more highly processed foods. The study was 
concerned primarily with relative prices paid by 
consumers for food with marketing services added 
and of equivalent quantities of food with few, if 
any, added marketing services. 

The results of the pilot study show the effect of 
52 convenience foods on the food expenditures of 
an average consumer, provided that (1) the expendi- 
tures are made within the convenience foods in- 
cluded in the study and (2) the consumer follows 
the purchase pattern of the average consumer in 
1956. A consumer who bought $100 worth of un- 
serviced foods in three Washington, D. C. chain 
supermarkets during December 1957 would have 
had to pay only 61 cents—less than 1 per cent—more 


for the equivalent quantity of food with the added 
services. 

An expanded version of the pilot study designed 
to overcome some of its obvious shortcomings is 
now in an advanced planning stage. Several agencies 
of the U. S. Department of Agriculture are initiat- 
ing research into related parts of the over-all prob- 
lem. 


6. Labour Productivity in Department Stores. A. P. 
McAnally and M. E. Scott, The Journal of 
Industrial Economics, June, 1958, pp. 216- 
220. [S.C.H.] 


Analysis of labor costs in eighteen departments 
of a British department store chain showed a nega- 
tive correlation with sales volume in sixteen cases 
(only eight of which were significant at the 5 per 
cent level) and a positive correlation in two cases 
(neither case significant at the 5 per cent level). 


6. A Measure of the Rate of Technological Prog- 
ress in the Petroleum Refining Industry. 
John L. Enos, The Journal of Industrial Eco- 
nomics, June, 1958, pp. 180-197. [S.C.H.] 


Over the past forty or fifty years, petroleum re- 
fining has been improved by the introduction of 
four major new processes, thermal cracking, poly- 
merization, catalytic cracking and catalytic refining, 
designed to change the proportions of the various 
end products per barrel of crude, and to improve 
the quality of at least some end products. Enos here 
tries to measure the economic impact of these 
changes on minimum cost (highest attainable ef- 
ficiency) rates in the industry. He concludes that 
each innovation has an alpha phase, the period or 
process of invention itself, which has resulted in an 
average annual cost reduction of 1.5 per cent. The 
beta phase of innovation (development of economies 
of scale, the growth of external economies especially 
among equipment suppliers, and acquisition of 
“know-how”) has reduced costs an additional 4.5 
per cent per year. “A prosperous refiner is the in- 
novator; an impoverished one is the laggard.” 


6. Don’t Compare Costs ... Set a Par for Your 
Course. D. O. Haynes, Distribution Age, July, 
1958, Pp- $2-33- 55- 

Comparative cost figures can be deceiving yard- 
sticks. This is due to the variations in the elements 
considered in cost figures. Since costs are determined 
under diverse accounting procedures, the compari- 
son of results is difficult. The current report on 
“Materials Handling in Public Refrigerated Ware- 
houses” made by U.S.D.A., in which wage rates 
vary widely, averages may be misinterpreted, and 
variations exist in warehousing conditions is cited 
as an example. 

Haynes suggests that the solution to the problem 
is to borrow a technique from golf—establish pars. 
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Each company should set the par for its course 
based on the only factor in industry which is in- 
variable—time. The use of a point system on a 
standard-hour plan is decribed. While the technique 
suggested is helpful, it does not solve the basic 
problem of comparing accurate costs. 


7. CUSTOMER ANALYSIS 


7. Do People Read Labels on Household Insecti- 
cides? A. C. Miller, A. Mallis and W. C. 
Easterlin, Soap and Chemical Specialties, 
July, 1958, pp. 61-63; and Chemical Special- 
ties Manufactures Association Bulletin, pp. 
131-58. [S.C.H.] 


Analysis of 1,206 questionnaires distributed by an 
industry committee indicates that 80 per cent of 
the respondents had used a household insecticide 
within the past six months. 63 per cent of the users 
claimed to have read all of the label instructions; 
but only 53 per cent knew whether the insecticide 
required any precautions in use. However, only 46 
per cent of the users could actually cite a single 
precaution required by the insecticides they used. 


8. FINANCING 


8. Is Trend To Eliminate Monthly Statements? 
Credit & Financial Management, July, 1957, 
pp. 8-10. [w.L.] 

Credit & Financial Management conducted a sur- 
vey to determine whether or not a trend exists to 
eliminate routine mailing of monthly statements 
to all accounts. The analysis of results seems to 
indicate that such a trend does not exist. 49.2 per 
cent of the companies responding still issue monthly 
statements, 37.5 per cent do not, and 14.58 per cent 
have part-time mailings. 

Those companies having made such a change are 
well satisfied with the results and point out sub- 
stantial savings in printing, mailing and clerical 
costs and time, with but very slight effect in collec- 
tion turnove 

Other results of the survey will be reported in 
future issues of the publication. The article pre- 
sents several replies of credit managers from com- 
panies that have eliminated the monthly statements. 


8. A Problem Case Is Solved. J. J. Latham, Credit 
& Financial Management, June, 1958, pp. 
16-17. [W.L.] 


Recently, the press has focused attention on credit 
management activity in the area of customer coun- 
seling. The concept is not new to credit managers 
and has been referred to in the past by other names. 
Credit counseling refers to the “effort to improve 
the financial stature of those who buy the prod- 
ucts or services,” with the objective of strengthening 
customers and creating better accounts. Some of the 


close relationship between supplier and customers, 
under this arrangement, and the risks and problems 
involved, are clearly drawn in the case history pre- 
sented. 


8. Revolving Fund Method of Financing Farmer 
Cooperatives. Helim H. Hulbert, Nelda Grif- 
fin, and Kelsey B. Gardner, General Report 
41, Farmer Cooperative Service, U.S.D.A., 
March, 1958. [J.K.s.] 


As a financing device the revolving fund plan of 
financing is peculiarly well adapted to farmer co- 
operatives. Stripped down to its barest essentials, 
the revolving fund plan is one that provides for 
retirement of an association's oldest outstanding 
membership capital from funds furnished to the 
co-operative or accumulated by the co-operative 
from members and patrons of later years. Its use 
is regarded by many as the most effective method of 
raising co-operative capital. The plan confines capi- 
tal contributions to patrons, requires investment 
according to patronage and restricts equity financ- 
ing to those currently patronizing the association. 

This report is based on information obtained by 
Farmer Cooperative Service from 1,157 marketing 
and farm supply co-operatives. The sample included 
in the study comprised 898 local and 259 regional 
co-operatives. Over 61 per cent of the co-operatives 
studied were using the revolving fund plan of fi- 
nancing to some extent. However, more than 69 per 
cent of the regionals employed the revolving fund 
method compared with 59 per cent of the local co- 
operatives. 

Farmer co-operatives accumulate revolving fund 
capital by two principal methods—authorized de- 
ductions for capital purposes and retention of 
operating margins or savings in the business. Some 
of the associations evidence this revolving fund 
capital merely by book credits. Others put the re- 
volving fund capital in common or preferred stock, 
while still others issue certificates of various kinds 
to members. Certificates of equity and allocated 
book credits accounted for 65 per cent of the total 
amount of revolving equity capital reported by the 
associations included in this study. 


8. Figuring. the Turnover, Collection Percentages. 
Credit & Financial Management, May, 1958, 
pp. 8-12. [w.L.] 


Seven credit managers present their viewpoints 
on a problem of significant dimensions during 
periods of economic adjustment: how to figure 
turnover and collection percentages. The three- 
month moving average was favored during a period 
of decline. One of the prime objectives of such turn- 
over studies is that of obtaining a knowledge of 
trends in payment behavior. Allowances for differ- 
ences in sectional business conditions was stressed as 
an important precaution in interpreting these turn- 
over statistics. 
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9. FOREIGN MARKETING 


9. Our Public Relations bilities in Latin 
America. Walter $. Lemmon, Public Rela- 
tions Journal, June, 1958, pp. 3-5- [W-L.] 


Latin America, one of our vital trade outlets, is 
not being developed adequately. Despite the fact 
that total United States trade with Latin America 
has increased constantly, the share of the market 
has decreased from 66 per cent in 1950 to less than 
50 per cent in 1955. The West Germans, Japanese, 
Dutch and Italians are expanding their markets in 
Latin America. 

Roughly go per cent of all United States imports 
come from Latin America and these countries ac- 
count for about 25 per cent of our exports. These 
figures are far beneath our trade potentials in these 
countries indicated by their rapid economic growth. 

Lemmon attributes our failure to gain a greater 
foothold in Latin American markets to poor public 
relations and marketing programs. European and 
Asian concerns have been able to achieve spectacu- 
lar success in a short period of time by maintain- 
ing specialized personal relationships with their 
customers. 

Many promotional and public relations cam- 
paigns fail because they are not designed for effec- 
tiveness in Latin America. They are well planned 
by U. S. standards but lack a basic understanding 
of the problems, needs, and desires of Latin Ameri- 
cans. It is suggested that United States companies 
get closer to the pulse of foreign countries, gain a 
knowledge of problems and prejudices, build a 
growing circle of friends in foreign countries, and 
gain a good understanding of the effectiveness of 
various communications media. 


9. Exporting? Here’s How to Do It Successfully. 
Robert P. Bunge. American Business, Febru- 
ary, 1958, pp. 11-14, 39. [W.L.] 

Companies seeking to sell abroad have two ave- 
nues of approach: indirect exporting or direct ex- 
porting. Indirect exporting consists of using foreign- 
trade specialists while direct is done through the 
company’s own organization. The method used de- 
pends on the size of the company, its plans, the 
product mix, and total company resources. Small 
and medium-sized companies tend to use the in- 
direct method. 

Bunge gives a brief and general description of 
export brokers, export commission houses, export 
merchants, private export buyers and combination 
export managers. The advantages of direct export- 
ing are listed, and such aspects of foreign market- 
ing as tariffs, financing, currency, credit, pricing, 
advertising, and packing are discussed. 


9. Want Customers? Try Foreign Markets. Robert 
P. Bunge, American Business, January, 1958, 

PP- 7-9, 29, 40. [W.L.] 
United States businesses can successfully compete 


in foreign markets because of a highly developed 
marketing system, a large and efficient commercial 
fleet, a stable currency with wide systems of ex- 
change, and a mass production system. World trade 
offers American business a safety valve to compen- 
sate for slumping sales during a recession. Bunge 
estimates that a company successful in the United 
States has a better than 50-50 chance of being suc- 
cessful in foreign trade. Tax reliefs, guarantees 
against nationalization, and protection of foreign 
investment offered by many countries are strong 
inducements for engaging in foreign trade. 

Plans to enter foreign markets require careful 
groundwork. Market analysis, product surveys, and 
studies of the language, business methods, psycho- 
logical make-up, and religions must be made. While 
American marketing techniques are superior, they 
must be clothed in foreign garb. “The success of 
any world trade venture is entirely in proportion 
to the degree that these methods are adapted to 
suit the racial, religious, and emotional make-up of 
the various foreign customers.” 


12. HISTORY AND TRENDS 


12. Harold F. Brown and the Executioner’s Cur- 
rent: An Incident in the AC-DC Controversy. 
Thomas F. Hughes, The Business History 
Review, Summer, 1958, pp. 143-162. [S.c.H.] 


This especially macabre bit of marketing history 
concerns the battle between the Westinghouse in- 
terests (advocates of alternating current) and the 
Edison Companies (advocates of direct current) dur- 
ing the pioneering period of the 1880's. AC trans- 
mission having demonstrated important economic 
advantages, the DC advocates switched to a safety 
argument. Harold F. Brown, a self-taught electrical 
engineer, captained those who argued that DC cur- 
rent involved considerably less shock hazard than 
its competitor. To demonstrate his point he lobbied 
successfully to obtain the adoption of AC (“the exe- 
cutioner’s current”) in the country’s first electric 
chair at the State Prison in Auburn, New York. The 
grisly aspects of the demonstration, recounted here 
at length, should have developed public anathema 
to AC. Instead, they merely seem to have developed 
a new, sharply segmented, market for Brown’s com- 
petition. 


14. MANAGERIAL CONTROL 


14. Rise in Chain Store Inventories Discloses Strong 
Optimism in Face of Recession. American 
Druggist, May 5, 1958, pp. 16-17. [D.R.] 

Analyzing the reports of 17 major chain drug 
companies, American Druggist finds that the chains 
have been increasing not only the actual dollar 
value of their inventories—but also the ratio of in- 
ventories to sales. From 1955 to 1957, the ratio in- 
creased from 17.1 per cent to 17.6 per cent of sales. 

This contrasts with the general tightening up 
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of inventories that characterized U. S. retailing as 
a whole last year. For the most part, the tightening 
up reflected the pessimism about future sales 
brought about by fears of recession. 

The 17 chains covered by the survey represent 
64.6 per cent of total U. S. chain drug volume. 

The chains’ 1957 reports show the same average 
net profit—2.2 per cent of sales—as they did in 1956. 
Profit before taxes decreased from 4.5 per cent to 
4-3 per cent of sales—but taxes also dropped, from 
2.3 per cent to 2.1 per cent. 


14. Financial and Operating Data of Pharmaceuti- 
cal and Medicinal Chemical Companies. 
FDC Reports, April 14, 1958, pp. 3-15- [D.R.] 


A report covering 22 companies tabulates and 
analyzes operating data for each of the five years 
from 1953 through 1957. Data presented includes 
sales, cost of goods sold, expenses, taxes, net profit 
after taxes, net profit per share, and inventories as 
a per cent of sales. 

The analysis points out that sales volume and 
net profit were up last year for all the companies, 
compared with the year before. Eli Lilly maintained 
its top position among pharmaceutical companies, 
with a volume just under $200,000,000. 

; Almost all companies reported an increase in the 
percentage of total sales spent for scientific research. 


14. Business M t of Frozen Food Locker 
and Related Plants. James J. Mullen and 
Lloyd M. DeBoer, Marketing Research Re- 
port No. 258, Farmer Cooperative Service, 
US.D.A., June, 1958. [J-K.s.] 


The frozen food locker industry is at a crucial 
point in its history. After its pioneering period in 
the 1930's, it made remarkable growth during and 
immediately after World War II. Now it is chal- 
lenged by new competition, changing consumer 
habits, significant cost pressures, and new concepts 
of merchandising. Success in this essentially small 
business increasingly requires managerial abilities 
of a high order. 

The objective of this study was to identify the 
major elements of successful frozen food locker 
plant management and evaluate present perform- 
ance in selected firms offering a wide range of goods 
and services and operating under a variety of con- 
ditions. 


14. Eleven A to the Problem of Distribu- 
tion Costs. Donald R. G. Cowan, Michigan 
Business Review, May, 1958, pp. 23-29. [R.L.c.] 


Professor Cowan suggests that management would 
be derelict in its duty if, in the competitive race, 
it did not strive to maintain and expand the market 
for its products or product line. Hence, its problem 
is not the complete elimination of distribution costs 
but rather the elimination of inefficiencies. The test 
questions are what expenditures are effective enough 
to bring a profitable return for the effort, and how 


different efforts may be made more effective. In 
other words, it is a matter of the ratio of efficiency 
to expense. 

Furthermore, the author points out that there is 
no magic formula for meeting this problem. Man- 
agement must tackle many phases of distribution 
cost and efficiency with various tools and remedies 
at its command. The first step is a many-sided 
diagnosis. Having found the difficuliies, manage- 
ment can apply the proper tools and methods to 
bring improvement. Distribution’s complexity neces- 
sitates a many-sided diagnosis, and a variety of 
remedies involving resourceful management. Hence 
there are many approaches to distribution efficiency 
and its accomplishment. A number of these are 
outlined by Professor Cowan. The following listing 
is merely suggestive of his ideas. 

The Product Approach. Since how much can be 
sold for a given expenditure of time and effort is 
one important measure of efficiency, it is of prime 
importance to see that the right product is being 
offered for sale. People buy, primarily, on the merits 
of competing products, and the easiest and most 
profitable product to sell is the one which most 
nearly satisfies the requirements of its particular 
market. 

The Product-Line Approach. The distribution of 
a product-line rather than of a single product will 
frequently reduce marketing costs—when certain 
conditions are met. Briefly, products suitable for a 
line should be sold in the same market, and should 
be distributed through the same channels without 
involving very different methods and problems. 

The Channels Approach. Many alternative mar- 
keting channels are available, and the choice made 
will greatly affect distribution costs and efficiency. 
Many conditions govern the choice of channels such 
as the marketing of a single product or a related 
product group, the volume of output, the size and 
breadth of the market, the practices of competitors, 
and the relative advantages and disadvantages of 
using various middlemen. 

The Engineering Approach. Distribution involves 
many physical activities in the moving and storing 
of goods so they will be available in proper quanti- 
ties where and when wanted by the ultimate buyers. 
This involves both transportation and space utiliza- 
tion between and within various establishments. 

The Operations Research Approach. The opera- 
tions research approach, which is very new and 
closely allied to engineering, offers many possibil- 
ities. It offers opportunities for the comparison of 
alternatives in minimizing effort in accomplishing 
a given end. 

The Accounting Approach. The accounting ap- 
proach is more familiar to sales executives, but it has 
not been exploited fully in distribution. Typically, 
it involves the classification of a firm's distribution 
expenses, volume, and earnings, by salesmen’s 
territories, by general line and specialty sales- 
men, by departments and products, by activities 
performed, and the like. The resulting comparisons 
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of expenses, volumes, and earnings have been help- 
ful in indicating which classified segments of dis- 
tribution have been more or less profitable. 

The Economic Approach. The economic approach 
takes up where accounting leaves off. It is concerned 
with various kinds of selling effort under conditions 
of diminishing returns to the point of marginal 
balance between expenditure and income and 
further to the point of maximum total profit or 
minimum loss. 

The Personnel Approach. The personnel ap- 
proach is somewhat different from those already 
suggested. In the long run, the ability of its dis- 
tributive employees is a powerful influence in de- 
termining the firm’s growth and competitive stand- 
ing. 

The Organizational Approach. The organizational 
approach is much wider than that of personnel. In 
order to bring about a hard-hitting organization, 
there must be clear perception and definition of the 
tasks to be performed at each level of management, 
both line and staff. 

The Standardization Approach. Distribution com- 
prises a multitude of activities in which the human 
element looms large and in which, therefore, there 
is much variation in performance. The difficulties 
of bringing about standardization in the human 
activities are at bottom the reasons for lack of 
machine mechanization in many phases of distribu- 
tion, especially in buying and selling. 

The Management Approach. The management 
approach includes and employs all of the other ap- 
proaches suggested above, but there is always some- 
thing more, a priceless ingredient, which makes its 
contribution distinctive. It is not alone manage- 
ment’s comprehension of all the different avenues 
by which distribution may be made more efficient 
and less costly, but also its open-minded imagina- 
tive, and rational approach to the use of new meth- 
ods under conditions of continual change in dis- 
tribution. 


14. Motorola’s Cost-Control Program. S. R. Herkes, 
American Business, February, 1958, pp. 17-19. 
[w.L.] 


About two years ago Motorola decentralized into 
three divisions: communications and industrial elec- 
tronics, private label merchandise, and consumer 
products. Each division was made responsible for 
delivering a reasonable profit and thus became very 
cost conscious. This article refers to the general 
methods of controlling marketing costs in Motor- 
ola’s consumer products division. 

To achieve cost control, marketing administration 
was reorganized to establish an effective marketing 
program. The marketing duties at Motorola—prod- 
uct planning, market research, costing and pricing, 
advertising, merchandising, warehousing, traffic and 
sales—are discussed and the techniques used to con- 
trol costs in each are described. 

An interesting and simplified flow chart which 
diagrams some of the more important factors in- 


volved in translating an economic forecast into a 
corporate plan is presented and a commentary is 
given on various elements of business planning and 
their interrelationships. 


14. Tape Tackles Tall Order. Chemical Week, Au- 
gust 23, 1958, pp. 57-58. [J-K.M.] 

National Distillers & Chemical Corp. is unveiling 
a new development in communication. Their new 
leased-wire Teletype system with integrated data 
processing is said to be one of the most complete 
systems of its kind in the beverage and chemical 
process industries. 

The system connects forty plants, shipping points, 
sales offices and company headquarters via a 7,500- 
mile network. It is presently used to assist in 
production scheduling, for invoice and order proc- 
essing, compilation of sales, order and production 
statistics, budget and inventory control figures, han- 
dling of administrative messages and directives, and 
to speed up delivery of products. It is expected that 
other functions, such as processing accounts re- 
ceivable and payrolls, soon will be added to its 
jobs. 

The heart of the system is standard punched-tape 
coding and programing equipment that permits 
instantaneous reproduction of original messages 
anywhere along the line. Human error can occur 
only once—at the point of message origin. 

Distillers consider the system as basically a com- 
munications device, extremely flexible and with 
wide latitude for expansion above current rates of 
30,000 messages and orders a month. And the com- 
pany believes it has the foundation for a com- 
munications system that can now grow as rapidly 
as the company grows, without a corresponding 
increase in administrative overhead. 


14. Industrial Dynamics. Jay W. Forrester, Harvard 
Business Review, July-August, 1958, pp. 37- 
66. [J.M.R.] 


The author of this article envisions a major 
break-through for management in understanding 
successful industrial operations. He sees the task 
of management to be “to interrelate the flows of 
information, materials, manpower, money, and capi- 
tal equipment so as to achieve a higher standard of 
living, stability of employment, profits to the own- 
ers, and rewards appropriate to the success of the 
managers.” The tools for accomplishing this task 
are: electronic data processing, understanding of 
the decision-making process, and systems of infor- 
mation feed-back control. 

To illustrate his presentation, the author de- 
scribes and illustrates in detail a production-physical 
distribution-advertising model including flows of in- 
formation and materials. He emphasizes that a com- 
pany is a system in which the flows of information, 
materials, manpower, money, and capital equipment 
determine its tendencies to grow, fluctuate, and de- 
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cline—a concept of constant ebb and flow of change 
in functions. 

The paper is not an easy one to absorb but it is 
“must reading” for those who wish to keep abreast 
of advanced thinking in the management field, 
marketing, or otherwise. 


15. MANAGERIAL ORGANIZATION OF 
MARKETING ACTIVITIES 


15. An Analysis of Decisions. M. E. Salveson, Man- 
agement Science, April, 1958, pp. 203-217. 
[w.s.] 

Salveson briefly discusses the selected writings on 
decision making by Barnard, Arrow, Thorner, Mc- 
Clelland, Wa! and Schmidt. It is pointed out that 
these findings indicate that decisions have to do 
with a variety of things: establishment of policies, 
selection of a specific course of action, determina- 
tion of relevant theories, determination of a message 
content, determination of whether a sample is from 
a population, and so on. Four specific kinds of 
decisions are treated: 1) decisions of understanding, 
2) decisions of recognition, 3) decisions of action, 
4) decisions of enterprise. 

The interrelationship of organization structures 
to decision making is discussed. Generally organiza- 
tion theory views each position or task as being 
delegated from the next higher level. It is suggested, 
however, that this viewpoint is irrelevant and that 
all tasks are co-ordinate in an interdependent sense 
and the need for each task is determined by the 
processes necessary to achieve intended objectives 
rather than by a corporate hierarchy. In this con- 
text the kinds of decisions which must be made by 
the various components of an enterprise can be 
classified, e.g. decisions made primarily by entre- 
preneurial managers, operating managers, research 
departments, etc. The quality of organization plan- 
ning affects the calibre of decisions, the efficiency 
and effectiveness of the organization, and the degree 
of human satisfaction. 


15. Gearing Marketing Plans to New Capacity. 
Chemical Week, July 12, 1958, pp. 73-74- 
[J-K.M.] 


Jefferson Chemical Co., Inc., has been moving 
ahead with the final steps in setting up its organi- 
zation with the “marketing concept.” One of these 
steps has been the creation of three new positions; 
executive vice-president, vice-president for market- 
ing, and vice-president for manufacturing. Together 
with the company president, treasurer, and research 
and development general manager, these new vice- 
presidents will give a new role to the firm’s operat- 
ing committee. It will be the chief instrument for 
carrying out the company’s marketing concept: 
integrating all corporate activity; orienting the 
product line to the needs of the consumer; and 
emphasizing “management for profit.” 


In the new organization, the vice-president for 
marketing will be responsible for the over-all mar- 
keting effort; his general sales manager will direct 
field sales. Recently appointed product managers 
will handle all aspects of their products—technical 
service, inventories, advertising, market intelligence, 
product information. The product-manager struc- 
ture will give Jefferson a clear organization line 
for each product extending from research through 
manufacturing, customer contact and sales. 

The operating committee will closely co-ordinate 
with another group, the research policy committee, 
composed of top research, manufacturing and mar- 
keting executives. This committee's job is to en- 
sure that research is appraised of marketing’s needs 
and plans. 

The close meshing of sales, production, finance 
and research and development is the foundation of 
Jefferson’s idea of the “marketing concept.” It is 
designed to improve customer service, company 
communications and to more clearly define sales 
objectives. 


15. Homemakers Discuss Fibers for Household Fur- 
nishings. Daniel B. Livine, Agricultural Mar- 
keting, Agricultural Marketing Service, 
U.S.D.A., March, 1958. [J-K.s.] 


When Cleopatra was carried to Julius Caesar 
hidden in a rug, the chances are that the rug was 
made of wool. In that one respect, anyway, things 
have not changed too much between 50 B.C. and 
1957 A.D. Today, when women take the floor to tell 
what they think about living room carpeting, they 
are usually standing on wool. Whether they own 
wall-to-wall carpeting or a room-size rug, wool gets 
the vote of six out of ten homemakers, with durabil- 
ity the principal reason for its general popularity. 
Scatter rugs, on the other hand, are predominantly 
cotton. 

These are some of the facts uncovered by the 
Agricultural Marketing Service in a national study 
conducted in the summer of 1957. Considered a 
representative sample of all homemakers in the 
country, the 2,709 in the group were questioned, 
among other things, on which household items 
they owned, the fiber content, fiber preference, 
reasons for preference, and methods of care. 

The results of the inquiries revealed that, over- 
all, cotton was the dominant household fiber for 
living-room draperies, table coverings, bedspreads, 
bed linen, and scatter rugs. For blankets and large- 
size rugs or carpeting, wool was the highest rank- 
ing fiber. 

Preliminary summary results are presented in 
“Homemakers Appraise Fibers for Selected Items 
of Household Furnishings,” AMS-220, U. S. Depart- 
ment of Agriculture; final results will be forthcom- 
ing later this year. Copies of these reports may be 
had upon request from the U. S. Department of 
Agriculture, Washington 25, D. C. 
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15. After the Merger. Mitchell Gordon, Challenge, 
June-July, 1958, pp. 32-36. [w.L.] 

Results of a government survey of more than 
2,000 mergers over a four-year period showed that 
most companies merge to better serve existing 
markets. Other reasons specified were to lengthen 
product lines, to diversify, to get into a new field. 
Only a minority merged to get control over sources 
of supply or gain a larger share of current product 
markets. 

Gordon raises questions about what extent merg- 
ers enable companies to realize these goals and why 
mergers fail. Unfortunately government statistics 
are not available on corporate divorces. Interviews 
with management consultants record opinions that 
such factors as problems of human relationships, 
mergers with financially weak companies, unco-ordi- 
nated outside interests, and antitrust actions, are 
the cause of most postmerger splits. Other causes 
are top heavy administration, unions, lack of tech- 
nical know-how, and unfamiliarity with markets. 


16. MARKETING OF SPECIFIC GOODS 
AND SERVICES 


16. How To Command More of the Physician’s 
Time. Drug Trade News, May 19, 1958, p. 12. 
[D.R.] 


A survey by Noyes & Sproul, medical advertising 
agency, shows that the typical physician devotes 
only 32 minutes a day to seeing detail men and 
reading journal ads, direct mail, house organs, and 
medical newspapers. 

Unless an ad can command more than its propor- 
tionate share of these 32 minutes, the only way a 
manufacturer can “break out of the constricting 
circle into the remaining 23 hours and 28 minutes 
of the doctor’s day,” would be to meet some special 
need of the doctor or to take advantage of some of 
his free time. 

Among methods which have been suggested: 


1. Set up a collect-call information service for 
physicians, with local listings in each area. 

2. Set up a network of radio stations in major cities, 
to broadcast recordings by leading clinicians and 
researchers. 


16. Distributing Electrical Products in a Dynamic 
Economy. Edwin H. Lewis, Electrical Whole- 
saling, June, 1958, pp. 77-140. [R.L.C.] 


This 64-page report presents the highlights of the 
first comprehensive study of the distribution of 
electrical apparatus and supplies. In addition to 
describing industry marketing patterns and prac- 
tices the author compares them with the criteria 
for effective distribution and offers suggestion for 
improvement. 

The study is divided into three parts: 


I. Industry Highlights. This section sums up the 


electrical industry's distributing patterns and makes 
recommendations for improvement. 

Il. Men in the Middle. Two sections examine the 
operations of the electrical distributor and the man- 
ufacturers’ agent. 

III. Products. Seven sections discuss marketing 
practices by major product groups—wire and cable, 
wiring devices and supplies, distributing and con- 
trol apparatus, lighting fixtures, Jamps, transform- 
ers, and motors and generators. 


This study will, of course, probably be of great- 
est value to those directly concerned with the elec- 
trical products industry. In addition, however, it 
will be of value of all who need to be concerned 
with working toward more effective distribution of 
manufactured goods. This is so because Professor 
Lewis has been successful in his effort to view in 
perspective the basic forces responsible for the 
movement of goods from the point of production 
to the user. 

Reprints of this article are available at one dollar 
per copy from Electrical Wholesaling, Dept. 270- 
043, 330 W. 42nd St., New York 36, N. Y. A book, 
incorporating the full text of this study, is planned 
for publication by McGraw-Hill Book Company. 


16. Toilet Goods Volume Reaches New High. Drug 
Trade News, April 7, 1958, p. 32. [D.R.] 


Total retail sales of perfumes, cosmetics, and 
other toilet preparations—not including toilet soaps 
—reached a record $1,430,700,000 in 1957, according 
to the Toilet Goods Assn. This represents an in- 
crease of 8.3 per cent over the 1956 total. 

The retail drug trade’s share of total toiletry 
volume dropped from 29.3 per cent in 1956 to 28.6 
per cent in 1957. Department stores also showed a 
drop—from 21.6 per cent to 20.6 per cent. 

Slight gains in share of total were recorded by 
food stores, variety stores, and house-to-house sellers. 
But the drug store still remains the largest single 
outlet. 

The Toilet Goods Assn. reports that dentifrices 
achieved a 12 per cent gain in volume, comparing 
1957 with 1956. Shaving preparations achieved an 
8.5 per cent increase. 


16. Big-Ticket Items Take Hold in Drug Field. 
American Druggist, March 10, 1958, p. 5- 
[D.R.] 


In their efforts to replace the toiletry volume lost 
to supermarkets, the nation’s drug stores are show- 
ing increasing interest in the sales and profit po- 
tentials of “big-ticket” products. A “big-ticket” 
product is defined as one which, with respect to a 
particular type of outlet, sells at a higher price, and 
produces higher margins, than do the items which 
that type of outlet ordinarily handles. 

A nationwide survey in the drug trade, covering 
26 different types of big-ticket products, shows large 
numbers of stores handling each one. For example, 
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22,120 stores sell movie cameras, 26,0go sell costume 
jewelry, 37,820 sell electric shavers, and 46,245 sell 
clocks and watches. 

The data is broken down by independents and 
chains. Also reported is the price range on each 
type of product—in independent drug stores with 
fountains, independents without fountains, and 
chain stores. 


16. Losses of Livestock in Transit in Midwestern 
and Western States. Joseph E. Rickenbacker, 
Marketing Research Report No. 247, Farmer 
Cooperative Service, U.S.D.A., June, 1958. 
[J-K-S.] 


This study was based on a survey of receipts at 
10 major public stockyards over a 12- to 24-month 
period. It considers various transportation factors 
and their relationship to dead and crippled losses. 
Both rail and truck shipments of animals are con- 
sidered. 

On the basis of data collected, the national loss 
due to crippling and death in transit is estimated as 
about $8 million per year. To this must be added 
carcass devaluation and trim-out losses on animals 
showing bruise injury following slaughter. In gen- 
eral, truck losses exceeded rail losses—often by sub- 
stantial margins. The incidence of crippling was 
several times that of death, except for sheep. Losses 
tended to rise as length-of-haul increased. Extreme 
and abrupt changes in temperature had a most im- 
portant effect on losses. The greatest losses occurred 
in cold weather on long hauls. Some variations and 
exceptions to the above generalizations are discussed 
in the report which treats each species separately 
and provides an analysis on a market basis, 


16. Canned Cooked Rice—The Market Potential 
for a New Food Product. Robert V. Eno- 
chian, J. Scott Hunter and Roland G. Harris, 
Marketing Research Report No. 249, Agricul- 
tural Marketing Service, U.S.D.A., July, 1958. 
[J-K.s.] 


The report covers the results of a 1g-week market 
test of a new canned precooked rice product in 
retail food stores in Fresno, California. The market 
test employed promotion to create awareness of the 
availability of the new convenient form of rice, re- 
tail store audits of sales, and household survey tech- 
niques in order to evaluate the retail market po- 
tential for the product. 

The new quick-cooking rice product named 
“Insta Rice” for test purposes was developed by the 
Western Utilization Research and Development Di- 
vision of the U. S. Department of Agriculture. 

The results of the market test lead researchers in 
the Agricultural Marketing Service to believe that 
the rice industry has the opportunity of marketing 
a canned cooked rice of good quality. 


16. Contract Farming and Vertical Integration in 
Agriculture. Agricultural Information Bulle- 
tin No. 198, U. S. Government Printing Of- 
fice, July, 1958. [J-K.s.] 


Contract farming is one of the important types of 
adjustment by which “individual farmers, as well 
as farmer groups, farm industries, and marketing 
firms are changing their methods of operation seek- 
ing to make the most of rapidly advancing tech- 
nology.” Contract farming is a prominent feature of 
vertical integration of farming and business. 

A farmer who contracts with a supplier, processor, 
or distributor shares some of his managerial de- 
cisions and risks in production and marketing and 
in return gains the assurance of a market outlet, 
financial help, and greater security. 

The bulletin discusses what contract farming is, 
explains why it has come about and considers the 
problems it presents for farmers. It surveys the ex- 
tent and nature of vertical integration for 15 com- 
modity groups. Among them are vegetables for 
canning and freezing (go per cent integrated), broil- 
ers (95 per cent integrated), hogs (integration slight 
but growing), cotton (some integration through 
credit arrangements), and milk production (partly 
integrated through cooperatives). 


16. New Developments on the Frozen Food Indus- 
try—A Study of Capital Requirements. Rob- 
ert V. Enochian, J. Scott Hunter and Roland 
G. Harris, Marketing Research Report No. 
236, Agricultural Marketing Service, U.S.D.A., 
May, 1958. [J-K-s.] 


The Organization for European Economic Co- 
operation has in recent years conducted so-called 
confrontations on agricultural policies annually 


‘under the auspices of its Ministerial Committee for 


Agriculture and Food. The 17 West-European mem- 
ber countries as well as Spain, Yugoslavia, the 
United States and Canada take part in the con- 
frontations. The information assembled and dis- 
cussed in connection with the confrontation in 1957 
is presented in this volume. 


16. How Drug Stores Are Doing on 11 Major Sun- 
dries. Drug Topics, March 3, 1958, pp. 1, go. 
[D.R.] 


A nationwide survey shows the percentages of 
drug stores that sell each of these 11 sundry prod- 
ucts: household spring clocks, electric clocks, 
watches, flashlights, flashlight batteries, vacuum 
bottles, insulated jugs, bathing caps, sunglasses, 
electric light bulbs, toys. 

The study breaks down the information by in- 
dependent and chain stores, by size of store, and by 
region of the country. It also gives estimated yearly 
sales per store of each item. 

The product handled by the largest percentage of 
stores is sunglasses—found in 94 per cent. Flashlight 
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batteries are next with 93 per cent, followed by 
flashlights with 89 per cent. 

On each product, the percentage of chains han- 
dling the item was found to be greater than the 
percentage of independents. 


16. The Economic Importance of Futures Trading 
in Potatoes. William T. Wesson, Marketing 
Research Report No. 241, Agricultural Mar- 
keting Service, U.S.D.A., June, 1958. [J.K.s.] 


This study was concerned with showing the 
economic importance of futures trading in the pro- 
duction and marketing of potatoes. In developing 
the study, primary consideration was given to the 
nature and extent to which futures trading is in- 
volved in financing growers and others in the 
potato industry. Secondary consideration was given 
to (1) factors underlying the development of futures 
trading in potatoes, (2) the relationship of futures 
trading to the procurement and pricing of potatoes, 
(3) cash and potato futures price relationships, and 
(4) the terms of potato futures contracts. Since prac- 
tically all futures trading is done in Maine potatoes, 
this study deals with potato futures trading in 
Maine potatoes only. 

Futures trading in Maine potatoes developed over 
the years as part of the over-all cash market for 
potatoes. The bases for this trading began to de- 
velop about 1871 when cash potato forward con- 
tracts between growers and buyers were first used. 
These contracts enabled growers to obtain short- 
term capital and to reduce the amount of price and 
market uncertainty involved in growing and mar- 
keting potatoes, and provided the framework for 
beginning the organized futures trading in potatoes 
on the New York Mercantile Exchange in 1941. 

Futures trading is an integral part of the over-all 
production and marketing of potatoes, and is used 
by a number of producers, dealers, and others at 
all levels of trade. The information obtained in this 
study reveals that futures trading serves the follow- 
ing specific business purposes: (1) Assists producers 
and others to obtain cash loans and materials 
needed in production, (2) provides a mechanism for 
partially offsetting risk associated with price and 
market uncertainty, (3) brings together a wide va- 
riety of supply and demand information for use by 
potential and actual traders, (4) aids in the dis- 
semination of information on potato prices for use 
in buying and selling, and (5) provides growers with 
a continuous market and thereby enables them to 
take advantage of favorable price levels at any time. 


16. Pin Pointing Export Markets. Frank Meissner, 
Pulp and Paper, 1958 World Review Num- 
ber, pp. 172-174. [F-M.] 

Currently, there is plenty of paper production 
capacity available in the U.S.A. Manufacturers are 
hopefully looking at export markets. Which are 
most promising? Per capita paper consumption is 
positively associated with per capita income: on 


average, it takes an equivalent of about $4.65 of 
income to “generate demand” for an extra pound 
of paper. A scatter diagram lists all countries in 
relationship to a regression line. Two rules of 
thumb are suggested for roughly sorting out poorer 
from better export prospects: 

First, countries “below the line” are “better,” be- 
cause they have the income, but are “below par” 
in paper consumption. Example: West Germany 
and Venezuela income is little over $500 per capita, 
but paper consumption is 128 and 10 pounds, re- 
spectively. Thus Venezuela, with benefits from oil 
royalties, is theoretically more promising. There 
might be problems of income distribution and 
prices, of course. 

Second, low per capita paper consumption does 
not mean equally good prospects. Countries “on the 
right” are better. Example: Consumption of paper 
in Venezuela and Egypt is only about 10 pounds 
per capita, but income is $540 and $120, respec- 
tively. Thus Egypt is a poor export prospect, be- 
cause the purchasing power just is not there. 

The rest of the magazine contains reviews of 
paper industry problems in major countries. Most 
of these features are written, on assignment, by 
foreign experts. Several Communist countries are 
represented. The volume contains also a compre- 
hensive and up-to-date collection of estimates on 
per capita consumption of paper in all countries 
that have satisfactory statistics. 


17. MERCHANDISING 
17. A Plan for Discount Produce. Patrick J. Cas- 


sidy, Agricultural Marketing, Agricultural 
Marketing Service, U.S.D.A., April, 1958, pp. 
8-9. [J-K.s.] 


Forty-two per cent of the full retail value was 
realized from produce discounted in three well- 
operated bulk produce departments. This is a_re- 
sult of research performed in conjunction with 
other research studies designed to help produce re- 
tailers reduce their operating costs and product loss. 

Discount produce is good merchandise which is 
ripe, spotted, slightly damaged, or otherwise readily 
susceptible to rapid deterioration and total loss un- 
less sold quickly. In each test store discount mer- 
chandise was displayed on a separate rack located 
within the produce department. 

To make discounting profitable, four basic rules 
must be followed: 


a. Discount only merchandise with customer ac- 
ceptability. 

b. Offer good value. 

¢. Keep the discount display rack clean and 
orderly. 

d. Process discount merchandise carefully and 
promptly. 


U.S.D.A. researchers developed a discount mer- 
chandise holder to fit between the handle supports 
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of a two-shelf display dolly. This holder enabled 
display clerks to handle the merchandise carefully. 
A procedure which encouraged employees to move 
discount merchandise to the display rack promptly 
was implemented. 

It is not necessary to invest a large amount of 
funds in equipment and supplies to initiate and 
operate a discounting program. However, if dis- 
count merchandise is to be marketed successfully 
via a discount display rack, it must not be treated 
like a step-child. 


17. Developing New Products for Profit. James W. 
Russell, Management Review, August, 1958, 
pp- 9-13, ff. [j-m.R.] 
A new product idea must go through six stages 
according to this writer: 


1. Selection: a sorting process to isolate ideas of 
possible interest to the company. 

2. Screening: selected ideas are further reduced to 
those appearing to have promise as a result of 
engineering review and preliminary market and 
patent study. 

3. Business specification: those remaining after the 
first two stages are then subjected to engineering 
analyses, full-scale market and patent study; risks 
are assessed, forecasts of sales, profits and invest- 
ment required are made. 

4. Development: engineering design and develop- 
ment closely related with further market study 
in terms of product specifications. 

5. Testing: involves both engineering and market 
testing. 

6. Commercialization: production and build-up of 
the sales program. 


The critical point is the business specification 
stage—after that real money will be spent. Both 
intangible risks and those measurable in terms of 
dollars must be considered. Of particular interest 
is a table which includes a ten-year pro forma profit 
and loss statement based on “normal” costs, a sec- 
tion covering nonrecurring expenses, profits, cash 
flow, and working capital requirements. Finally, a 
“criteria” investment figure is shown which enables 
management to compare the proposed new product 
investment with other investment possibilities. 


17. Displaying Fresh Produce in Retail Stores. 
James S. Toothman, Agricultural Marketing, 
Agricultural Marketing Service, U.S.D.A., De- 
cember, 1957, pp- 8-9. [J-K-s.] 


One supermarket operator improved his labor 
productivity in moving produce from storage areas 
to display counters almost 50 per cent by adopting 
new handling equipment and work methods. The 
new equipment is a combination of large tray-type 
handliug units that are filled with produce in the 
back room, hauled on a carrier rack to the display 
area, and then placed’ directly on the produce 


counter. The new work methods simply involve 
more efficient operating procedures for filling the 
trays in the back room and in stocking the display 
counters, 

The new system offers a decided contrast to the 
hour-by-hour or crisis approach which is so typical 
of many retail bulk produce operations. The ad- 
vantages of the new system over conventional bulk 
produce retailing methods are: 


Higher Labor Productivity 
1. Ability to prepare merchandise and build dis- 
plays in advance of needs. 
2. More even distribution of the workload through 
the hours the store is open and among all de- 
partment employees. 
. Reduced time to perform display operations. 
. Simplified counter space allocation. 
. Increased flexibility in employee scheduling and 
in the use of part-time employees. 


Better Merchandising 

1. Faster counter 
periods. 

2. Easier and faster morning setup of merchandise 

displays. 

3- Elimination of shipping containers and packing 

material handling on the selling floor. 

4. Less congestion in aisles caused by employees and 

equipment. 


restocking during peak sales 


Better Quality Control 

1. Automatic and simplified rotation of counter 
stock each time new merchandise is added. 

2. Reduction of bruise damage caused by rough or 
multiple handling of individual pieces. 


The basic study is now being extended to include 
adaptation of the system for full prepack depart- 
ments. 


17. Increasing the Sale of Fresh Peaches in Cali- 
fornia. Walter J. Englund, Marketing Survey 
Report No. 15, Bureau of Markets, State of 
California Department of Agriculture, 1958, 
94 PP- [J-s.W.] 


Peaches, always a popular fruit with consumers, 
have experienced a declining rate of consumption 
for over a decade, when fresh use of peaches are 
taken alone. For example, the per capita consump- 
tion of fresh peaches in the United States averaged 
13.2 pounds in 1947 and 8.0 pounds in 1956. In the 
State of California alone the rate of decline was 
even more pronounced, falling from 14.9 pounds in 
1947 to 7.7 pounds in 1956. The purpose of this 
survey was to find out why. This report continues 
the series commenced several years ago which has 
studied such varied product categories as prunes, 
apples, turkeys, lemon juice, honey, lima beans, 
asparagus, boysenberries, and potatoes, all signifi- 
cant California-grown products. 

The survey covered three broad areas of informa- 
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tion: consumer demand characteristics; retail supply 
characteristics; and retailer services. The decline in 
the use of fresh peaches can be attributed to a 
variety of causes, including the decline of home 
preserving and the increased number of food choices 
available to the consumer. The centralization of 
retail operations and the increased competition 
among retailers have also been factors, for mass 
buying tends to ignore individual customer prefer- 
ences with a consequent loss of sales, and competi- 
tion requires a reduction of labor costs with the 
resultant de-emphasization of the produce depart- 
ment in many food stores. 


17. Marketing Savvy Parlays Quality into Success. 
Thayer C. Taylor, Food Engineering, May, 
1958, Pp- 52-54- [J-8-w-] 

Another case study spelling out the success story 
of a food manufacturer’s marketing program is 
given in this article. In this instance the company 
is Chun King Sales, located in Duluth, Minnesota, 
which has grown to a $17 million business in the 
last ten years. This success has been in the food 
specialties business, based on canned and frozen 
Oriental foods. The planning behind the company’s 
introduction of wild rice into the mass market is 
the principal illustration used to show how the firm 
expands into new product lines which are in keep- 
ing with the company’s basic merchandising phi- 
losophy of developing new products that stress 
quality and convenience, accompanied by new pack- 
aging and displays and aggressive selling. 


18. PRICES AND PRICE POLICIES 


18. Verrons—nous en France un match 4 la baisse?, 
Jean-Paul Promos, Vente et Publicité, March, 
1958. [P.E.] 


Much has been written about the lack of price 
merchandising in France. The impression is often 
given that prices are fixed. 

This impression is inexact. As this article points 
out, consumer groups have for years gotten dis- 
counts of 15-20 per cent on household appliances 
and most retailers now give discounts to all cus- 
tomers. What is different about the “Discount 
Houses” (the subject of this article) is their affirma- 
tion of discount house policy and their penetration 
beyond their city of origin (25 per cent of sales of 
the biggest discount house are by letter, cutting 
into those of local retailers). 

Initiator of the discount house system is Maurice 
Gatrecno, better known as Monsieur 20 Per 
Cent. After a trip with a productivity mission in 
the United States, he applied the method in Paris 
in 1954 in a small shop in the Etoile district, in 1957 
near the Saint-Lazare railroad station in a big new 
shop (Centrachat). 

The monthly sales were 2.780.000 francs in Jan- 
uary 1954, 12 millions in February 1956, 70 millions 
in December 1956 and 97 millions in July 1957. 


A stock rotation of about fifty times per year is 
claimed. Products which are not sold at least once 
every ten days are eliminated. (Starting with 650 
articles there are now 200.) 

There are in France twelve enterprises of this 
kind. Some of them give discounts of 15-20 per cent 
to anyone employed by any of a long list of com- 
panies; others to the members of a club, all wage- 
earners being eligible to become members. They are 
in Metz, Rouen, Le Havre, Caen as well as Paris. 
They deal in photography and household appli- 
ances; some also carry furniture, scooters. The rate 
of discount varies according to the products. 


18. Is Fair Trade Finished? Stanley C. Hollander, 
Challenge, June-July, 1958, pp. 48-52. [W.L.] 

In view of the legal setbacks handed fair trade 
recently, the author examines the working of fair 
trade in two sectors of the economy—drugs and 
cosmetics, and appliances. It is suggested that eco- 
nomic problems have been more damaging to re- 
sale price maintenance than legal setbacks. An 
analysis is made of some of the economic factors 
which lead to adherence to fair trade in drugs and 
cosmetics and the break from controlled prices in 
appliances. 

It is concluded that “on balance, consumers are 
likely to benefit from weakening of resale price 
maintenance” and that “competitive economies in 
appliance retailing seem to have passed to con- 
sumers largely because of the ineffectiveness of fair 
trade.” 


19. RELATED SUBJECT MATTER FIELDS 


19. Social and Economic Dimensions of Class in 
Springdale. Arthur Vidich and Joseph Bens- 
man, American Journal of Economics and So- 
ciology, April, 1958, pp. 261-277. [w.L.] 


This paper is concerned with the relationship be- 
tween social and economic aspects of class. It studies 
the extent to which social classes can be described 
as social or economic phenomena and whether eco- 
nomic categories are valid for the description of 
social data. The empirical data for the study was 
gathered in an upstate New York township of about 
3,000 people of whom approximately 1,000 live in a 
settled village. 

Class in this study is used to distinguish par- 
ticular groups of individuals who exhibit specified 
social and economic life styles. In the investigation 
a great variation in life styles existed. Five groups 
are identified: 1) a middle-class group made up of 
entrepreneurs, prosperous farmers, and professional 
and skilled industrial workers; 2) a marginal mid- 
dle-class comprised of aspiring investors, hard-work- 
ing consumers, economically and socially immobile 
ritualists; 3) traditional farmers; 4) old aristocrats; 
5) shack people. These are analyzed in considerable 
detail. 

Four variables which comprehend the profusion 
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of life styles and plans described are isolated: invest- 
ment and reinvestment, hoarding, consumption, and 
work. The different emphasis given these factors 
distinguishes the five classes and provides a basis 
for examining social and economic components of 
class distinction. 


19. Advances in Game Theory. Harvey M. Wagner, 
The American Economic Review, June, 1958, 
pp- 368-°%>. [s.c.H.] 


Essentially a w of R. D. Luce and Howard 
Raiffa’s Games and Decisions: Introduction and 
Critical Survey (New York, John Wiley, 1957), Wag- 
ner buttresses his comment with extensive citations 
from the literature of game theory. The book is 
described as providing an excellent over-view of 
gaming for the non-mathematical reader, an ob- 
jective also successfully accomplished in this article. 
Major topics discussed are (1) The Nature of the 
Models; (2) Utility Axioms for Stochastic or Prob- 
ability Events; (3) Distinction between Money Pay- 
offs and Utility Functions; (4) Two-Person Games; 
(5) N-Person Games; (6) Decision Theory; (7) The 
Future of Game Theory. 


20. RESEARCH AND RESEARCH TECH- 
NIQUES 


20. Motivation Research. Audrey Langdon, Chemi- 
cal Week, April 19, 1958, pp. 85-92. [J-K-M.] 


Dow Chemical is now distributing the results of 
a recent motivation research study on automobile 
service station operators. The company’s aim is to 
boost private-label anti-freeze sales, and Dow rea- 
sons that its motivation insights will help private- 
label packers do a more effective sales job on this 
group. 

Dow’s case is an example of the growing accept- 
ance of MR by chemical process companies. Some 
are applying it to marketing, others to product de- 
velopment, and still others to problems involving 
morale and efficiency of personnel. 

Applied to marketing, motivation research is an 
extension of market research, which seeks to dis- 
cover who buys, and what, when, where, and how 
they buy. Motivation research attempts to answer 
another question—why do customers buy? Knowing 
the real reasons can help management plan its sales 
strategy more effectively. It can provide clues to 
developing and marketing products that more pre- 
cisely meet customer needs. Similarly, knowledge of 
what triggers executive or employee group actions 
can help management boost individual and group 
performance. 

Because MR serves as a link between customers 
(at any level) and the manufacturers, it can be use- 
ful for keeping the laboratory product development 
team in touch with the needs and attitudes of many 
different customer groups. Today, this function of 
motivation research could be particularly important 
to chemical process managements. 


20. Controlling the Costs of Research. Edward P. 
Burnham, Management Review, August, 
1958, pp. 20-24, ff. [J.M.R.] 

This is a discussion of technical research. How- 
ever, marketing researchers will find many applica- 
tions in their field and will find this non-marketing 
approach quite stimulating. Research costs are de- 
fined and classified. A distinction is made between 
research and service work done for other depart- 
ments (costs of which should not be charged to re- 
search). A system of classifying costs so as to answer 
the following questions is presented: 


1. What was the total spent for research? 

2. What was the cost of each project? 

g. What were the costs of the items making up the 
total expense (salaries, supplies, memberships, 
library)? 

4. Who spent the money? 

5- How much was spent by type of research (ap- 
plication research, pilot plant research, new 
methods and techniques research)? 

6. How much was spent by class of research (to sup- 
port present investment and sales, new products, 
advance fundamental knowledge)? 

7. How much was spent for individual products? 


20. Factors in Market Research. Leroy F. Market, 
Chemical and Engineering News, July 14, 
1958, pp. 56-59. [J-K.M.] 

Ideas and techniques are presently being gen- 
erated in such fields as psychology, sociology, mathe- 
matics, statistics and economics, which can be profit- 
ably applied by creative workers in market research. 

In order to consider some of the significant items 
which may be overlooked in market research, it is 
well to segregate them into external and internal 
factors. 

Of primary importance among external factors is 
the careful examination of general business condi- 
tions with respect to the business cycle and business 
confidence. Probably more forecasts have gone 
astray because of changing business environment or 
inadequate appraisal of conditions than for any 
other reason. 

Often the results of a market survey suffer from 
an inadequate appraisal of what competition is 
doing. It is hardly practical to establish market 
potentials or forecast sales volumes until the posi- 
tion of the industry in the economic pattern and 
the position of the company in the industry have 
been established. Again, the successful introduction 
of a competitive new product may also create an 
entirely new set of conditions, which require re- 
assessment of position by the former leaders in the 
market. 

Greater attention needs to be given to studies of 
the functions products perform in their use areas, 
on the distribution pattern for most effective sales, 
and on the testing of advertising effectiveness in 
connection with market research studies. 
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20. Working with Behavioral Scientists. Joseph W. 
Newman, Harvard Business Review, July- 
August, 1958, pp. 67-74. [J-M-R.] 


Here are set forth some of the problems faced, 
and ways to meet them, when behavioral scientists 
are brought into a firm. As will be noted, they are 
not confined to relationships with behavioral scien- 
tists alone. 

Some of the problems discussed are: opposition 
to reappraising underlying policy assumptions; re- 
sistance to strategy formulation; suspect intentions 
(fear of being blamed, to prove someone right and 
someone wrong); low organizational status of mar- 
keting research; misconceptions about what mar- 
keting research is and how it can help; conflict be- 
tween business “jargon” and _ scientific “jargon”; 
failure to adequately convert research findings into 
a plan of action. 

To resolve the difficulties, Professor Newman calls 
for support from the top; open-mindedness (derived 
from the character of the management); experience 
in research; a well-rounded director of marketing 
research “who can operate effectively at high levels,” 
who is problem rather than technique oriented, 
who should understand how to deal with resistance; 
a careful presentation of research findings which 
anticipates problems cited above and which is so 
presented as to lead to improved policies and opera- 
tions. 


20. Can We Measure Results? Burns W. Roper, 
Public Relations Journal, April, 1958, pp. 
3-6, 24. [W.L.] 

Roper outlines some of the problems in meas- 
uring the effectiveness of public relations campaigns 
and various research techniques used. It is pointed 
out that just because a story was published is not 
proof that it was read, believed, or created a favora- 
ble attitude. Public opinion research is faced with 
the task of measuring whether or not a specific 
campaign is worth the expenditure. Since thousands 
of messages are regularly beamed at consumers and 
since the average person is not aware of how he 
came to acquire most of his knowledge, the meas- 
urement task is a difficult one. Two cases of opinion 
research conducted by Roper are described. 


20. Telephone Interviewing. Glen H. Mitchell, De- 
partment of Agricultural Economics and Ru- 
ral Sociology, The Ohio State University, De- 
partment Mimeograph Series No. A.E. 279, 
November, 1957. [R-E.M.] 

This comprehensive study on the techniques of 
telephone interviewing, although aimed at re- 
searchers in the agricultural field, should prove to 
be of considerable interest to all who are engaged 
in Marketing Research. As pointed out by Dr. 
Mitchell, the telephone interview technique can be 
invaluable when properly applied. The advantages 
are many, the more important being 1) economy, 


2) large area coverage, 3) relatively high rate of re- 
sponse, 4) accessibility of supervisory guidance and 
consultation, and 5) the ease of call-backs. Dr. 
Mitchell cites many examples in illustrating these 
advantages: 

Economy. A potato consumer preference study, 
conducted by Michigan State University, showed 
that the telephone interview (44¢ an interview) was 
less expensive than either the mail questionnaire 
(54¢ an interview) or the personal interview ($2.72). 

Large area coverage. Dr. Mitchell cites a dairy 
marketing study which showed that the interviewers 
required an average of twelve minutes per phone 
interview and an average of 32 minutes for each 
in-person interview. The resulting saving in time 
utilizing the telephone technique allows the in- 
dividual interviewer to cover a much larger area of 
the sample. 

Relatively high rate of response. Dr. Mitchell 
points out that in nine Ohio cities, the response 
rate of those answering the phone has averaged from 
93 to 99.6 per cent; although this does not guar- 
antee a completed interview, refusal rate in tele- 
phone interviewing has been reported to be around 
two to three per cent. 

Accessibility of supervisory guidance and consul- 
tation. The interviewing phase is probably one of 
the most neglected fields in research today, accord- 
ing to Dr. Mitchell, and is a source of much of the 
resulting differences found between researchers. In- 
terviewing error can usually be reduced through 
competent questionnaire design, instruction and 
remuneration of interviewers, proper pretesting, 
guidance and editing. Dr. Mitchell reports that in 
one study, refusal rates dropped from 17 per cent 
to 1 per cent after the interviewers were reorganized 
and retrained. Dr. Mitchell also feels that inter- 
viewers will do a better “qualitative” job in an 
atmosphere where a supervisor is present (a situa- 
tion which is possible with telephone interviewing 
while being rather awkward in personal interview- 
ing). 

Ease of call-backs. The problem of non-respond- 
ents is minimized in the telephone interview 
method, since callbacks are practically unlimited. 
In illustrating this, Dr. Mitchell points out that he 
had to drop less than 1.6 per cent of his sample in 
over ten thousand interviews supervised. 

The limitations of this technique are well known 
to researchers, the most important being the fact 
that not all families have listed phones: this uncon- 
trollable bias accounted for the Literary Digest Poll 
disaster in the 1936 election. However, as Dr. 
Mitchell points out, the use of telephones has ex- 
panded greatly since 1936, as illustrated by the fact 
that the ratio of households with listed phone num- 
bers in larger Ohio cities approximates 85 to 91 per 
cent. The reliability of telephone interviewing re- 
sults is reflected in a study conducted in the greater 
Akron and Dayton markets where over two thou- 
sand households were interviewed. A control sub- 
sample of over two hundred households not having 
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telephones were contacted in person. The phone 
families were compared to non-phone families, both 
within the census tract and within the metropolitan 
area. The families having phones were not signifi- 
cantly different from those families not having 
phones. Dr. Mitchell concludes his study with 
specific details to be followed in proper application 
of the telephone interviewing technique. 

Copies of this informative study can be obtained 
by writing the Mailing Room, Ohio Agricultural 
Experiment Station, Wooster, Ohio. 


20. Product Testing at Sears: Backstopping the 
Buyers. Chemical Week, August 16, 1958, pp. 
58-59. [J-K.M.] 

The new Sears, Roebuck catalog is a showcase for 
a host of chemical specialties—from brake fluids to 
hair dyes—and virtually all received a thorough 
checkout in Sears’ testing laboratory. 

Although the laboratory makes no recommenda- 
tions or decisions, it does provide Sears’ buyers with 
a full technical evaluation of every new item they 
seek to add to the Sears’ product list. Since the 
Sears’ label appears on go per cent of its catalog 
items, the company is now especially watchful over 
product performance. 

A specialties maker who has his product put 
through Sears’ testing program often gets more 
than a critical evaluation of his product; he may 
get suggestions on product design, formulation, 
packaging, and production economies. These may 
come from any of Sears’ four main areas of investi- 
gation: product engineering, quality control; pro- 
duction engineering and industrial design. These 
investigations are carried out in seven major test- 
ing divisions of the laboratory: chemical, electro- 
mechanical, heat and refrigeration, home economics, 
materials, radio-physics and textiles. 

Production engineering is an especially important 
operation with Sears. The company is noted as a 
market of consumer goods that are equal in quality 
to competing items, but priced lower. Only by 
analyzing the actual production costs of the product 
is Sears able to realize economies there, and avoid 
relying on volume-buying at reduced rates. 


20. Eight Ways to Doom a Product, 11 Ways to 
Help It. Arthur C. Nielsen Jr., American 
Business, March, 1958, pp. 10-12, 19. [W.L.] 


A high proportion of new products developed fail 
because of mistakes in test marketing. This article 
enumerates and analyzes eight errors made, and sug- 
gests eleven steps to increase the chance of new 
product success, based on the Nielsen Food-Drug 
Index services. 

Eight common errors made in test marketing new 
products are failures in: selecting an average mar- 
ket, developing a successful promotional plan, meas- 
uring the total market, measuring all possible sales 
influencing factors, allowing enough time for cus- 
tomers to buy and rebuy, exposing products to 


auditing procedures, and overspending on promo- 
tions. 

To overcome these costly errors and maximize 
chance for success of new products, an eleven-point 
program centering around marketing research and 
product development is presented. 


20. Simulation Techniques in Operations Research 
—A Review. John Harling, Operations Re- 
search, May-June, 1958, pp. 307-17. [W.L.] 


Simulation techniques in operations research re- 
fer to the methods of setting up a stochastic model 
of a real situation and then performing sampling 
experiments upon the model. This paper which is 
largely non-technical gives an introductory account 
of simulation techniques, and lucidly presents some 
of the leading ideas which have been developed. 
Covered are the components of a simulation, types 
of simulation, and simulation and operations re- 
search. An example of the application of a simula- 
tion technique to discover the most economic level 
of pier wharfage facilities is presented. 


20. Trends in Operational Research. Ronald W. 
Bevan, Operations Research, May-June, 1958, 
PP- 441-447. [WL] 

Bevan, a member of The Scientific Advisers De- 
partment, Air Ministry, London, England, examines 
trends in the short history of operations research 
(less than 20 years). He concludes that: 


1. There is no agreement on the definition of opera- 
tions research. 

2. Since the war, there has been a decline in the 
quality of operations research in the United 
Kingdom. 

3. There are important differences between the con- 
duct of operations research in the United States 
and the United Kingdom. 

4- Insufficient attention is being paid to providing 
for the future development of operations re- 
search. It is suggested that operations research, 
according to some of the broad definitions, might 
be regarded as the Ultimate Science. In any 
event, in the future, operations research will be- 
come a science in its own right with an in- 
creasingly important position in national affairs. 


20. Application of Operations Research to Devel- 
opment Decisions. Burton Klein and William 
Meckling, Operations Research, May-June, 
1958, pp. 352-363. [W.L.] 

This paper suggests that if operations research 
can do so well in improving the efficiency with 
which organizations utilize their existing resources, 
then these same methods should be applied to ad- 
vise management on development decisions. Since 
research and development budgets are limited they 
should be allocated systematically by comparing the 
alternative end products in light of the expected 


competitive counterattacks, employing proper store 
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environment. If clearly-defined optimal choices of 
end products can be made early, development pro- 
grams can be designed to prevent the waste of re- 
sources by choosing inferior alternatives. 

To be of direct assistance in this task the analyst 
will require a different technique than merely com- 
paring choices among end products. The analysis 
centers immediately around buying information so 
as to improve alternative choices. It is important, 
therefore, to know what alternative possibilities are 
available for buying information, the costs, and how 
they improve abilities to make a good choice. When 
the problem is viewed in this way a new spectrum 
of alternatives is opened up and a different kind of 
analysis required. This analysis must apprise de- 
cision makers of uncertainties that must be resolved, 
suggest programs to gather evidence to resolve them, 
leave the program flexible so that new ideas and 
information can be incorporated rapidly, and 
closely follow up the program with further analysis. 


21. RETAILING 


21. Pilferage: Annual %%-Billion Dollar ‘Heist.’ 
Food Topics, April 7, 1958, pp. 2, 12, 51. 
[J-s.w.] 


Supermarket operators face a host of problems 
in their day-to-day work. One of the most frustrat- 
ing is shoplifting. Not only does the practice seri- 
ously drain profits, but it poses legal and public re- 
lations problems. In this Special Report several 
aspects of shoplifting in food stores are explored. 

As for its costliness, conservative estimates place 
shrinkage due to pilferage at .5% of gross sales 
which amounts to more than $250 million annually 
for all food stores combined. The need for alert 
control of pilferage is patently clear when this loss 
is contrasted with the relatively low profit ratios 
obtained in food retailing. Nonfood items are the 
most popular with shoplifters, probably because of 
their inherent value and basic impulse nature. A 
good merchandised in a fashion designed to en- 
courage impulse buying also brings about impulse 
shoplifting. 

A seven-point program for the prevention of pil- 
ferage and the apprehension of shoplifters in super- 
markets is suggested. 


21. Movements Within Retail Sales. Fabian Lin- 
den, The Conference Board Business Record, 
May, 1958, pp. 190-198. [J.M.R.] 


Comparing the 1957-1958 recession with those of 
1948-1949 and 1953-1954, retail sales have declined 
during the seven-month post-peak period 3.5 per 
cent, 1.8 per cent, and 3.5 per cent respectively. 
These ratios are derived from a comparison of 
actual sales with those which would have been at- 
tained had sales continued at the rate of the imme- 
diate preceding three months (data are seasonally 
adjusted). But if adjustment is made for prices, the 
current drop is even greater; during the 1957-1958 


period, prices have increased 2 per cent, in 1948- 
1949 they declined over 2 per cent, and during 
1953-1954 they remained unchanged. 

Consumer durables have accounted for three- 
fourths of the deficit during the current period 
whereas non-durable loss has been slight. Automo- 
biles have been the greatest drag on durables and 
the food industry has added the greatest buoyancy 
to non-durables. 


21. Department Stores in a Decade of Change. Fa- 
bian Linden. The Conference Board Business 
Record, July, 1958, pp. 262-266 ff. and Au- 
gust, 1958, pp. 308-312 ff. [j.M.R.] 

These are the first two in a series of analytical 
articles on the competitive position of department 
stores during the past decade. Drawing upon vari- 
ous statistical sources and utilizing the Board’s own 
formulas, a thoroughly objective and penetrating 
study is the result. Initial attention is directed to 
market penetration. Over-all, the Board analysts 
conclude that department stores have held their 
own in the 1948-1954 period—increasing their mar- 
ket share of apparel and accessories and losing 
ground in the home furnishings sector. Cities in 
which department stores are most effective (250,- 
000 to 1,000,000 inhabitants) have declined in im- 
portance as shopping centers; likewise, regions 
where the department store has been most effective 
(East and West North Central States) have declined 
in relative market significance. 

In assessing the department store’s reaction to 
suburban growth, the Board finds that in spite of 
heroic efforts by the stores, their competitive stand- 
ing in the entire metropolitan area market has 
declined from 34 per cent to 32 per cent during the 
1948-1954 period. The department store increased 
its suburban market penetration ratio from 20 per 
cent to 23 per cent, but this was more than offset 
by its central city loss from 37 per cent to 34 per 
cent. The combined result is a decline, since the 
central city accounts for most of the volume. The 
analysis then traces the effect of suburban living 
on the structure of consumer demand and the re- 
action of the department store to this change. 


21. The True Look of the Super Market Industry. 
Super Market Merchandising, March, 1958, 
Pp- 100-114. [W.L.] 

Super Market Merchandising’s research depatt- 
ment has assembled and analyzed facts from many 
sources concerning their industry. Data are pre- 
sented for 1957 which yield an accurate picture of 
the position and trends of supermarkets in our 
retailing structure. 

In 1957 supermarket sales reached a sales peak of 
$25.2 billions, 15.8 per cent above 1956. The average 
sale per store was $1,500,000, or $110 per square 
foot of over-all space. While the average market 
size was 12,180 square feet, the 1,819 markets built 
in 1957 averaged 16,450 square feet. Operators of 
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eleven or more stores are dominant since they own 
65, per cent of all U. S. supermarkets. 18,843 markets 
accounted for 59.5 per cent of the total grocery 
business in 1957. 

Tables and charts are presented covering such 
aspects as the growth of supermarket, ownership, 
volume classifications, present and projected share 
of grocery sales, geographic concentrations, number 
of employees, parking, customer transactions, new 
markets, and shopping center locations. 


21. Drug Store Sales by ts. American 
Druggist, May 19, 1958, pp. 5-7. [D-R.] 

Almost every major drug store department showed 
an increase in sales in 1957, as compared with 1956, 
according to American Druggist’s latest annual 
study of the retail drug field’s sales by departments. 

The following table shows sales of each depart- 
ment in both years, and the per cent change from 
1956 to 1957- 


pressures on retailers. Should the supplier pay for 
the shelf space he wants? Should shelf position be 
treated as a display and allowances collected? These 
are among the issues discussed by M. A. Reilly, Vice- 
President of Thomas J. Lipton, L. J. Sauer, Vice- 
President of American Home Foods, and J. P. Mc- 
Farland, Vice-President of General Mills. 


21. The t Store-Su Team. Su- 
per Market Merchandising, June, 1958, p. 107. 
[w.L.] 


A brief report on remarks made by Sidney Rabb, 
Chairman of the Board of Stop and Shop, before 
the Associated Merchandising Corporation. Rather 
than getting into the nonfood lines more heavily, it 
is advocated that supermarkets encourage general 
merchandise stores to become their neighbors. Rabb 
predicts that in the next ten years supermarkets 
will induce and help discount houses to become 
their neighbors. Such a combination has greater 


PerCent 
1957 1956 Change 


1 Includes household drugs and insecticides, —- = poultry health goods, and pet items. 


2 Includes some toiletries sold at the tobacco coun 
3 Includes magazines, books, newspapers. 
4 Includes stationery, greeting cards, writing tools. 


The survey also breaks down the departmental 
sales data by the three major types of drug stores— 
independents with fountains, independents without 
fountains, and chain stores. 


21. The Fight for Shelf Position. Super Market 
Merchandising, July, 1958, pp. 67-69, 75. 
[w.L.] 

Shelf position has become an important topic 
among supermarket operators and consumer goods 
manufacturers. The horde of new products being 
introduced to the markets is putting additional 


flexibility and avoids some of the complexities and 
delays encountered in planned shopping centers. 

It is suggested that department stores operate 
streamlined discount type units adjacent to super- 
markets. Rabb predicts that of the 10,000 supermar- 
kets to be built in the next decade 500 could coexist 
with department stores. Since the discount house 
or department store has an extensive draw with less 
frequent visit, and supermarkets have an intensive 
draw with more frequent visits from a smaller area, 
when the two are put together the great total draw 
and frequency over a wider area benefits both. 
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21. The Super Markets Size Up Wholesaling. Super 
Market Merchandising, July, 1958, pp. 43-58. 
[w.L.] 


A series of six articles are grouped under the 
broad topic of wholesaling and supermarkets: 


1. How Super Markets Get Their Groceries—which 
reveals that 81 per cent use their own central 
warehouses, 10 per cent use retail-owned coop- 
eratives, 3 per cent use voluntary chains and 8 
per cent have no central warehouse or affiliation. 
Some predictions are made concerning the future 
strength of independents and their relationships 
991 markets controlled by owners of 10 stores or 
with wholesalers. 

2. What Supers Want—which reports on a study of 
less. 

g. Super Value Answers Some Questions—examines 
the methods of operation of a voluntary buying 
organization. 

4. Think Retail—discusses the services offered to 
independents by Associated Grocers of Seattle. 
5- Super Duper—discusses the Super Duper Plan 

furnished by Red and White to members. 

6. Three More Who Serve—presents information 
about Fox Grocery Company, Florida Retail 
Owned Grocers, and Groce-Wearden Company. 


This examination of the wholesaler-retailer team 
emphasizes that progressive buying has helped the 
independents and that wholesalers are changing 
their methods to meet the impact of supermarket 
chain competition. By absorbing various problems 
of running a supermarket, wholesalers free market 
operators to concentrate on merchandising and pro- 
motion. 


21. Sunday Openings. Super Market Merchandis- 
ing, July, 1958, p. 78. [w.L.] 

A brief report on the University of Michigan’s 
Detroit Area Study which investigated Sunday open- 
ings. The survey included residents of three coun- 
ties. Well over half of Detroit's residents feel that it 
is wrong to do business on Sunday but only one- 
third want laws to make Sunday shopping illegal. 
Opposition to Sunday openings seems to increase 
with age and church membership and decrease as 
education and income increase. 


21. Bigger Food Sales Ahead. Super Market Mer- 
chandising, July, 1958, pp. 77-78. [w-L-] 


Arno H. Johnson predicts that the market for 
food products can swell 50 per cent within the next 
ten years. This is based on the fact that food con- 
sumption increases with each boost in family in- 
come. Families earning $5,000 or less a year con- 
sumed 28 per cent less food than the average. Those 
earning $5,000 or over consumed gg per cent more 
food than the average. Since families in the latter 
bracket grew from 6.4 million in 1950 to 14.6 million 
in 1956 and will probably reach 22.8 million in 


1960, the potential market for food will expand 
rapidly. 


21. The Super Market Industry Speaks—1958. Curt 
Kornblau, Super Market Merchandising, June, 
1958, pp. 63-66. [w.L.] 

Presents highlights from the tenth annual report 
by members of the Super Market Institute. Members 
registered an average sales gain of 13 per cent over 
1958, while both expenses and gross margins rose, 
and net operating profits before taxes increased from 
2.13 to 2.26 per cent. An analysis of such aspects as 
sales productivity ratios, mergers, self-service, non- 
food lines, advertising and trading stamps is given. 


21. New Records Achieved by Top 20, Profit Mar- 
gin Improved in Fiscal ’58. Food Topics, July 
21, 1958, pp. 2, 16-18. [J.s.w.] 


Any student of food retailing in the United States 
will frequently find useful, up-to-date information 
in Food Topics’ “Special Report” section. The re- 
port here under consideration provides a good 
illustration of this point. 

Essentially it is a survey of the growth of Amer- 
ica’s top twenty public-owned food chains for the 
ten-year period from 1948 through 1957. Year-by- 
year comparisons are made for each chain on the 
following bases: (1) sales, (2) net earnings, (3) profit 
as a percentage of sales, (4) sales and profit change 
over the previous year, and (5) the number of stores 
operated. All in all, a gold mine of statistical data 
is furnished in a convenient fashion permitting 
rapid comparisons. Furthermore, the truly dynamic 
nature of the food retailing industry is clearly 
revealed. 


21. Gradual Rise Seen in Average Prescription 
Price As Costly Research Yields Better Drugs. 
American Druggist, March 24, 1958, p. 5. 
[D.R.] 


American Druggist’s annual survey shows that 
U.S. drug stores filled 561,260,000 prescriptions in 
1957—an increase of 7.1 per cent over the number 
filled in 1956. Total dollar volume on prescriptions 
was $1,643,436,000—representing a 12.1 per cent 
rise over 1956. 

The average prescription price last year came to 
$2.93, compared with $2.79 the year before. 

All data presented in the study is broken down 
by chain drug stores and by the two basic types of 
independents—those with fountains and those with- 
out fountains. 


21. Accelerated Growth Seen for Shopping Centers. 
S. O. Kaylin, Chain Store Age, May, 1958, 
PP- 195-258. [D.R.] 


In its sixth annual report on shopping centers, 
Chain Store Age finds that “money is available for 
soundly researched, carefully conceived develop- 
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ments—but the era of free-wheeling center develop- 
ment is over.” 

“Financial institutions have learned that there 
is no substitute for detailed analysis of the eco- 
nomic soundness of a proposed center. Until re- 
cently, many had relied on the judgment of key 
tenants who had signed leases.” 

“The chains, too, have learned to make their 
own detailed studies of a proposed center's trading 
area before entering into lease negotiations.” 

A special section of the report abstracts data from 
32g recent chain store shopping center leases, show- 
ing rental arrangements in relation to type and 
size of store, and type and size of center. 

The report also offers city-by-city data on where 
space is available for shopping center stores. 


21. Three Trends Indicate Drug Store Drive To 
Build Professional Prestige. American Drug- 
gist, June 2, 1958, pp. 5-7- [D.R.] 

Because druggists realize that prescription service 
is the one feature that sets the drug store apart 
from all other types of outlets, more and more 
druggists are taking steps to emphasize their pre- 
scription departments to the public. Surveys by 
American Druggist turn up specific data on three 
particular types of activity along this line: 


1. More and more druggists are locating the pre- 
scription department in the front of the store, 
where passersby can see it. Even though this is 
counter to a long-standing drug store tradition 
that the prescription department belongs in the 
rear, already 1,913 drug stores—or 3.8 per cent 
of all in the country—have put the department 
up front. 

2. In 5,443 pharmacies—or 10.8 per cent of the 
total—the prescription department has_ been 
placed on a platform, so that the department 
itself, and the people working on it, dominate 
the entire store. This not only gives the prescrip- 
tion operation visual prestige in the eyes of the 
public—but it also enables the pharmacist to 
keep an eye on what is going on throughout the 
store. 

3. Full-view store fronts have been installed in 
35,688 drug stores, representing 70.6 per cent of 
the nation’s total. This is part of the trend 
throughout all retail fields to open up the entire 
store to the passerby—but, in the drug trade, it 
is also a part of the trend to capitalize on the 
fact that only a drug store has a prescription 
department. 


21. Management’s Ability to Roll with the Punches, 
Big Factor in Analyzing the Retail Opera- 
tion. H. L. Wuerth, Credit and Financial 
Management, pp. 20-21, 24. [W.L.] 


This article presents a banker's view of the analy- 
sis of retail financial statements. Wuerth states that 
retailing has a larger proportion of total resources 


in working capital than do other industries and that 
gross profit likewise is somewhat higher. As fixed 
asset requirements are lowered, working capital 
requirements increase and the risk becomes greatei 
—as is generally evidenced by the large number of 
casualties and higher gross margins in retailing. 
Moreover, inflation probably has affected retailing 
more than other industries. 

The economics of overhead costs have greater 
influence in retailing than in manufacturing or 
wholesaling. In manufacturing, production is built 
around the economic size of the unit and these units 
can be added as required—which is not the case in 
retailing. Retailing is very sensitive in reflecting the 
economic and psychological conditions of consump- 
tion and is the basis of our credit process. There- 
fore, in analyzing a retail operation, bankers look 
to retail managements’ ability to adjust to changing 
economic conditions. 


21. How’s Business? Supermarket News, June 2, 
1958, pp. 16, 17, 20, 22, 24, 28, go, g2. [J.s.w.] 


Although somewhat rambling in its manner of 
presentation, this “state of the industry report” 
contains a great deal of up-to-the-minute informa- 
tion about food retailing. Some appreciation of its 
contents can be obtained by an examination of the 
major subdivisions of the report: expansion plans, 
merchandising, personnel, non-foods, and perish- 
ables, all important areas of grocery operations. 

The report is concluded by another source of 
information respecting trends in the grocery in- 
dustry, namely, the talks given at Super Market 
Institute’s annual convention. Talks on site selec- 
tion and “the personal touch” are summarized in 
some detail. 


21. 1957 Grocery Store Sales. Robert W. Mueller, 
Progressive Grocer, April, 1958, pp. F-1 to 
F-24. [J.s.w.] 


The dynamics of the food retailing industry are 
clearly shown by this annual recapitulation by 
Progressive Grocer. It would be impossible to sum- 
marize all of the important statistics to be found 
in these twenty-four pages; however, a few high- 
lights can be mentioned: 


1. 1957 grocery store sales reached $46.5 billion. 

. This was an increase of 8.4 per cent over 1956. 

Supermarkets accounted for 67 per cent of total 

grocery sales. 

4. Net profit rose slightly, ranging from 1.23 per 
cent for small volume outlets to 3.25 per cent 
for stores with over $20,000 average weekly sales. 


Anyone with an interest in food retailing will 
find this study invaluable. An important feature 
is the inclusion of comparative data for previous 
years, thus giving a kaleidoscopic view of this im- 
portant distributive industry. 
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21. The Store : Executive of Many Tal- 
ents. John E. Lewis, Progressive Grocer, July, 
1958, pp. 54-62. [J.s.w.] 

The manager of a modern-day supermarket cer- 
tainly has a varied and responsible position in the 
American business system. As supermarkets increase 
in physical size, sales volume, inventory carried, and 
number of employees, the job will become increas- 
ingly complex and store management will become 
more professional. 

Some appreciation of the nature of this type of 
employment is presented in this pictorial job de- 
scription. It should be of particular value to anyone 
who must know the characteristics of various jobs, 
i.e., vocational counselors and employment agency 
and personnel office personnel. 


21. How Leading Store Engineers Plan New Super- 
markets. Progressive Grocer, May, 1958, pp. 
54-67. [J.s.w.] 

Nearly one-third of all supermarkets opened in 
1957 involved planning efforts by store engineers. 
This article reports the results of a survey of store 
engineers respecting their views on store planning 
and equipment. Opinions reported upon include 
such items as store size in relation to sales volume, 
size of parking area, type of construction and con- 
struction costs, store layout, lighting and many 
other problems. A good picture of the changes tak- 
ing place in the physical aspects of super market 
operation is given. 

An invaluable three-page check list of store equip- 
ment is provided. 


21. 500-Case Study in Food Retailing Probes Rea- 
sons and Extent of Failures. Food Topics, 
August 4, 1958, pp. 2, 29. [J.s.w.] 

Dun & Bradstreet recently made a thorough 
analysis of 500 business failures of grocery stores 
in the $100,000-a-year volume class. Food retailing 
as a whole achieves a low annual failure rate, 26 
failures for every 10,000 stores in operation. Only 
farm implement retailers, with a 16 rate, do better. 
Infants’ and children’s wear outlets experience a 
rate of 187, and the over-all average for all retailers 
was 52 in 1957. In face of this generally good picture 
in food retailing, why do some grocers fail? 

Essentially, the causes are the traditional ones: 
lack of experience, lack of skill and judgment, and 
competitive weakness of the firm. Discernible pat- 
terns highlighting these shortcomings are: choice 
of a poor location; concentration of too much capi- 
tal in fixed assets; high personal spending with ex- 
cessive withdrawals from the business; diversion of 
attention to activities other than business. 


23. SALES MANAGEMENT AND SALES- 
MANSHIP 


23. Turning Tax Laws into Sales Tools. Sydney 
Prerau, The American Salesman, April, 1958, 


pp. 30-34. Turning Tax Laws into Sales 
Tools, Part II, Sydney Prerau, The American 
Salesman, May, 1958, pp. 92-96. [s.J.s.] 


Money spent for legitimate business purposes is 
deductible from taxable income. Take the excess 
profits tax. A corporation in the top bracket buying 
$10,000 worth of calendars for promotion purposes 
gets a $5,200 assist from the government. If the 
money were not spent for the calendars but kept in 
the company treasury, it would be taxed at the 
rate of 52 per cent, or cost $5,200. By buying these 
advertising premiums the company can get $10,000 
worth for spending only $4,800 more—a very strong 
selling point! 

To spur capital investment, Congress has offered 
tax benefits to businessmen who plow their funds 
back into new equipment. These tax benefits are in 
the form of rapid depreciation allowances on new 
and sometimes second-hand equipment. For in- 
stance, when a company buys a machine with life 
expectancy of 20 years, the normal rate of deprecia- 
tion on the books is 5 per cent per annum. The 
new tax provision allows a company to deduct more 
than the normal 5 per cent for the first few years. 
Through rapid depreciation a buyer can frequently 
recoup in a short time at least 40 per cent of his 
initial investment. 

In many instances the salesman can advise the 
buyer to lease instead of purchasing outright. One 
of the advantages of leasing is that the legitimacy 
of the retail fee as a tax deductible item cannot be 
disputed by the government. 

Life insurance offers several opportunities for tax 
savings. The interest that builds up the cash value 
of a policy is not taxable. Thus, for a client in the 
go per cent bracket, a policy paying 214 per cent 
interest would be equivalent to a taxable investment 
giving a 31% per cent return. If he is in the 50 per 
cent bracket, the 214 per cent would be equal to a 
5 per cent return. In the 72 per cent bracket, it 
would be equivalent to an 8.3 per cent return. 

The sale of insurance to business firms is also 
aided by tax laws. An employer can use insurance 
as a relatively inexpensive way to build employee 
goodwill. Under group insurance plans the employ- 
ees are not taxed for the amount of the insurance 
premiums the employer pays for them, while, in 
addition, the employer can deduct the premiums 
as business expenses, reducing their true cost to 
the firm. 


23. A Briefing on Selling to Canada. Stuart D. 
Goulding, The American Salesman, May, 
1957, pp- 71-76. [S.J-s.] 

Booming Canada is Uncle Sam’s biggest cus- 
tomer outside our borders—and growing bigger 
every year. Today Canada has the world’s second 
highest standard of living, and she is on the thresh- 
old of becoming the most powerful member of the 
British Commonwealth. Her natural resources in 
underground minerals, petroleum and water power 
exceed those of the United States. The Gordon 
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Economic Commission’s report published in 1957, 
estimated that the population of Canada may be 
26,500,000 by 1980 with a gross national product in 
excess of $76 billion. 

Canada is a bilingual country, with English and 
French as her languages and possesses two cultures 
which frequently clash. This is particularly true in 
Quebec Province which is larger than Spain, France, 
and Germany put together. Salesmen doing business 
in Quebec Province need to speak French, not 
because their customers cannot speak English but 
because the majority prefer French. Another prov- 
ince where a knowledge of French is particularly 
helpful is industrial Ontario to which many French- 
speaking Canadians have emigrated from Quebec. 

While Canadians are grateful for American fi- 
nancial help in developing their economy, they are 
also resentful of so much dependence and want 
more participation by Canadians in American-con- 
trolled industry. Relatively few American business- 
men know enough about Canada’s history to under- 
stand Canadians. Selling becomes a matter of 
permitting rather than inducing them to buy, and 
the American salesman must sell himself completely 
before he can sell his product. 

Again the American is inclined to think of Can- 
ada as having the population of New York State or 
California and hence the same problems. But there 
is a wide difference. Opposed to the great markets 
represented by the metropolitan district of Toronto, 
Montreal, and other large cities are the miniscule 
markets represented by widely-spaced towns and 
villages scattered from Newfoundland to British 
Columbia, and from the border to the Arctic. 


23. Are We Headed for Push-Button Selling? P. E. 
Tobin, The American Salesman, February, 
1958, pp. 25-30. 

While the early American salesman was a spe- 
cialist in personality and high pressure, and may 
have had but a superficial knowledge of product, 
his counterpart today must be more versatile. A 
recent study came to the conclusion that a typical 
sale is composed of the following: go per cent 
understanding of the buyer and his business, 15 per 
cent knowing the product, 15 per cent contributing 
a helpful idea to the buyer, 15 per cent knowing 
and outthinking competitive strategy, and 25 per 
cent personality. 

From easy order-taking during the war, selling 
passed into a period called the “soft sell.” High 
pressure, we were told, was gone forever. It was 
to be replaced by aptitude-testing, motivation re- 
search, training programs, incentive compensation 
and “sales philosophy.” The soft sell theory runs 
something like this: the barrage of radio, television, 
newspaper, and magazine advertising lightens the 
job of the salesman. Like artillery softening up a 
strong position for the infantry to attack, these 
would soften customer resistance and make the 
prospect's mind up before the salesman appeared. 
This idea gained support from the fact that when 


consumer goods poured back into the market after 
the war, buyers were not only willing but eager 
to purchase them. 

Now we are waking up to the fact that, while soft 
selling and its mechanical counterpart, the vending 
machine, may be able to take over a certain amount 
of selling in some lines of consumer goods, it can 
never replace vigorous salesmanship in industrial 
equipment, heavy equipment, or any industry 
where on-the-job servicing, personality, or need- 
finding is vital. 

Salesmanship is passing from a craft into a cre- 
ative science that demands more and more ideas and 
of these the shortage is most acute. Looked at from 
any angle, the expanding American economy of 
ours emphasizes one inescapable truth. We may 
never go back to the “hard sell” of the pioneer 
salesman, but we cannot get along without the sales- 
man who has his equivalent in ingenuity, courage, 
industry, and persuasiveness. The only difference is 
that now persuasiveness must be rooted in knowl- 
edge and scientific selling rather than in the funny 
story and the engaging grin. 


23. Blue-Skies Approach to Tomorrow’s Marketing. 
Theodore Levitt, Business Horizons, Spring, 
1958, pp. 120-128. [F.M.] 


Top management's crucial job is to anticipate and 
shape its company’s future. Some firms have com- 
mittees to consider ideas and proposals without 
judging how immediately profitable they may be. 
Many of these “blue-skies” committees fail because 
their members are from the ranks of middle man- 
agement. These men are concerned with practical 
present-day problems, not with dreaming about the 
future. They can’t divorce themselves from the here 
and now. Management should take people who 
have no other link with the corporation, such as 
university longhairs, people from other companies, 
or bold men in their own ranks. Give them free 
rein. Do not get discouraged if at first no results 
are apparent. 

The committee job must be carefully defined 
before blue-sky dreaming gets underway. The social 
context of the future must also be established. Here 
Levitt presents some fascinating examples \on possi- 
ble impact of changes in consumer requirements 
for speed and impersonality of service combined 
with a tendency for simplicity and convenience. 
Also, “anxieties” and “taste” are illustrated as vari- 
ables that would have to be considered in the 
framework of effective dreaming. 


23. Increasing Creativity in Problem-Solving 
Groups. Maury H. Chorness, The Journal of 
Communication, Spring, 1958, pp. 16-23. [w.1.] 

Four methods of increasing creative responses in 
problem-solving groups are: 


1. Giving individualized training in creativity and 
then placing people in groups hoping they will 
respond; 
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2. assembling groups on the basis of measured per- 

sonality traits; 

3. assembling small groups into “process groups” 
and with the aid of professional guidance facili- 
tate communication; 

4. experimentally inducing certain kinds of atmos- 

pheres for the group. 


The first part of this paper provides some 
generalizations which cut across the four methods. 
Then some results emerging from studies on cre- 
ativity at Lackland and Keliy Air Force Bases are 
discussed. 


23. 20 Ways To Increase Sales. American Business, 
January, 1958, pp. 13-16. [w.L.] 


A check list of good sales management practices 
is provided as a means of increasing sales. Such 
general guides as proper compensation and incen- 
tives, customer orientation, better use of human 
relations principles in sales training, improved use 
of communications media, and the like, are in- 
cluded. 


23. Where Sales Supervision Can Be Improved— 
An Off-the-Record Survey of 2000 Salesmen. 
Robert B. Ross, American Business, pp. 16-19. 
[w.L.] 


Observation of numerous sales supervisory pro- 
grams led the author to the conclusion that they 
were effective in some companies but did not 
produce commensurate results in others. Two ques- 
tions were advanced for investigation: a) how much 
of the disparity results from the attitudes of sales- 
men, and b) what are these attitudes? 

A survey of salesmen’s opinions with special 
emphasis on supervisory relations was conducted. 
The sample consisted of “a carefully selected cross 
section of manufacturing, wholesaling, and service 
companies,” of which more than 100 firms agreed 
to have their salesmen subjected to the analysis. 
Questionnaires were mailed to participating com- 
panies, and each was asked to have at least 80 per 
cent of its salesmen complete and return the ques- 
tionnaire. More than go per cent of the companies 
(of the 100 companies that are just a part of the 
unmentioned total comprising the carefully selected 
cross section) responded. 


24. SALES AND ECONOMIC FORECASTS 


24. 10 Million Annual Auto Sales Within Decade, 
1% Million Housing Starts: Heinmann in 
Keynote. Credit & Financial Management, 
June, 1958, pp. 14-15. [W-L.] 

As the title suggests, this article consists of ex- 
cerpts from the keynote address of Henry H. Hein- 
mann (executive vice president of National Associa- 
tion of Credit Men) before the 62nd Annual Credit 
Congress. Besides materials on forecasting automo- 
bile sales and trends, and housing starts, the article 


refers to the future role of big and small business, 
distribution of goods, labor and productivity, ex- 
penditures on scientific research, and America’s 
foreign trade. He predicts that “credit, more than 
atomic discoveries, more than celestial excursions or 
depth-probing into the seas, will remake the world 
in the next 50 years.” 


24. Shape Your Company’s Future. William D. Mc- 
Eachron, American Business, February, 1958, 
pp- 22-24, 28. [w.1.] 


Prediction and planning are related but mutually 
exclusive terms—prediction can take place without 
planning and vice versa. Normally a business plan 
starts with a prediction of the business environment, 
and as it proceeds the stage of pure prediction 
shifts to estimation of factors over which business 
has more control and then a tentative plan begins 
to evolve. As plans are developed they must be 
checked against business objectives and the actual 
occurrences, so that modifications can be made by 
feedback. 

Long-range planning is useful in business because 
it gives the firm lead time to help prepare to meet 
the future, facilitates the integration of company 
actions, gives perspective against which to measure 
the attractiveness of investments, and is an impor- 
tant element in administrative control. A chart 
which diagrams the important elements involved 
in translating a forecast of economic conditions and 
sales potentials into a corporate plan, and a dis- 
cussion of the interrelationship of these elements 
are presented. 


26. STATISTICAL DATA 


26. Discretionary Income: A New Measure of Con- 
sumer Markets. William B. Franklin, The 
Conference Board Business Record, May, 
1958, pp. 196-199. [J-M.R.] 

With this article The Conference Board initiated 

a new statistical series for discretionary personal 

income and a number of related income and ex- 

penditures measures to be continued on a quarterly 
basis. The following series will be maintained and 
should be of wide utility in marketing research: 


. Total discretionary income. 

. Total fixed commitments. 

. Total essential outlays. 

. The discretionary fund. 

. Discretionary income in constant dollars. 

. Per capita discretionary income in constant dol- 
lars. 


OO KR = 


The article under review here shows figures for 
these factors on an annual basis, 1939-1957, and 
details the components of the various series. For 
example, discretionary income is the Department 
of Commerce's disposable personal income less: 


1. Imputed income and income in kind. 


L 


MARKETING RESEARCH 


. Major fixed commitments (scheduled home mort- 
gage debt repayments, consumer installment debt 
repayments, homeowner taxes, for example). 

3. Essential expenditures (outlays for food required 
to maintain per capita physical consumption of 
food at its average level in the years 1947-1949, 
household utilities, local transportation, for ex- 
ample). 


Contrary to a widely-held assumption, the his- 
torical review discloses that discretionary income as 
a share of disposable income has not increased 
greatly. In 1939 it stood at g2 per cent of disposable 
income, rose to 49 per cent during World War II, 
fell back to 33 per cent in 1954, rose again to 34 
per cent in 1957, and in 1958 has again been declin- 
ing. The rapid rise has been in the “fixed commit- 
ments” classification. 


27. STORAGE AND PACKAGING 


27. Palletization—Without the Pallet. Arthur Spin- 
anger and John T. Bolton, Distribution Age, 
July, 1958. pp. 38-39, 58, 59. [W-L-] 


Palletization has reduced the costs of handling 
materials significantly. Even further reductions in 
costs may be realized by the elimination of pallets. 
By using an all-purpose lift-truck clamp, a leading 
manufacturer has been able to accomplish this. The 
article explains how the new method was developed 
and indicates some of its potential benefits. 


27. What Retailers Want from Food Manufactur- 
ers. Thayer C. Taylor, Food Engineering, 
June, 1958, pp. 52-54- [J-5.w.] 


The new marketing section of Food Engineering 
is becoming a good source of information respecting 
trends in food distribution. Food retailers are asking 
manufacturers to assist them in their cost-cutting 
programs. One way this goal can be accomplished 
is to extend the function of the package beyond that 
of acting as a “silent salesman” for the product. 
The packaging improvements desired by retailers 
include: 


. Easier price marking 

Good stocking 

Standardized sizes 

Better coding 

. More effective designs 

. More multi-units 

. Stronger protective wrappings 


Other retailer opinions on varied subjects such 
as displays, demonstrations, coupons, stock control, 
new products, and promotions are related. It is 
quite obvious the food manufacturer has a more 
diffeult task facing him in his fight for retailer 
acceptance. 


29. THEORY OF MARKETING 


29. Policy Analysis. Charles E. Lindblom, 
American Economic Review, June, 1958, pp- 
298-312. [S.C.H.] 


The 


This attempt to formalize and make explicit one 
common approach to the analysis of public policy 
questions in economics has relevance to much 
current discussion of marketing theory. 

Lindblom holds that the conventional approach 
to applying theory or major sets of important gen- 
eralizations to specific situations is often less satis- 
factory than the “incremental approach.” The 
latter foreswears “the analysis of any large institu- 
tional complex” and substitutes successive, specific 
comparisons of the results of various lengthy hypo- 
thetical or proposed policies. It can be fragmentary, 
and various analysts may concentrate upon different 
variables in the situation. In any event, relatively 
few variables will be considered at any one time. 
Values will be determined on an ad hoc basis. 

This process is described as a sort of high-grade 
“muddling through” which works because most 
public policy questions [like most marketing ques- 
tions] are incremental in nature. The usual issues 
presented to the policy maker involve differences 
of degree, rather than fundamental questions of 
kind. General theory is, according to Lindblom, too 
blunt an instrument to deal with the questions of 
degree. 


31. TRANSPORTATION 


31. Airlines’ New Concept: Warehouse on Wings. 
Chemical Week, August 9, 1958, pp. 87-88. 
[J-K.M.] 


Within the next few months, jet airliners will be 
in use on regularly scheduled commercial flights. 
Pan American will put the 600-mph. planes into 
transatlantic service first, on domestic runs soon 
after. With the introduction of the jets, the airlines 
will intensify their efforts for more air-freight 
business. 

Instead of selling air-freight as an emergency 
measure, the airlines will emphasize the need for 
high-level management to take a look at their 
firms’ over-all distribution setups—what the airlines 
call “the total marketing concept.” A careful study 
of distribution by air may raise such questions as: 
Can we now consider competing in areas in which 
we previously could not promise quick delivery? 
Could we get by with fewer warehouses? Must we 
maintain the same depth of inventory in ware- 
houses? 

Answers will differ from one company to another. 
To help individual firms work out specific prob- 
lems, the airlines are offering a service called a 
distribution audit. The audit considered such fac- 
tors as the nature of the market and product, pro- 
motion problems, order-handling procedures, direct 
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accounts’ buying habits, etc. Cost of transportation, 
handling and insurance, and allowances for storage 
obsolescence and taxes under old and new methods 
are compared. 


31. Interstate Trucking of Fresh and Frozen Poul- 
try Under Agricultural Exemption. James R. 
Snitzler and Robert J. Byrne, Marketing Re- 
search Report 224, Agricultural Marketing 
Service and Farmer Cooperative Service, 
U.S.D.A., March, 1958. [J-K.s.] 


Lower rates and improved service are the princi- 
pal benefits arising from the interstate trucking of 
fresh and frozen processed poultry, under the agri- 
cultural exemption clause, according to this study. 
Truckers who haul exempt commodities are not 
subject to economic regulation by the Interstate 
Commerce Commission. 

In the nationwide study of poultry processors and 
motor carriers, data were obtained on shipments 
of fresh poultry in 1952 and of frozen poultry in 
1955, and of both fresh and frozen poultry in the 
year beginning July 1, 1956. 

The study showed that during the 1956-57 period, 
total shipments of fresh and frozen poultry by the 
processors interviewed equaled 1.4 billion pounds, 
or about 41 per cent of the volume of all commer- 
cial processing plints. About 79 per cent of the 
1.4 billion pounds was shipped in interstate com- 
merce, a greater proportion than in earlier years. 

For-hire trucks hauled 52 per cent of the inter- 
state volume of fresh poultry moved by truck in 
1956-57, compared with 38 per cent in 1952. Also, 
they hauled 74 per cent of the frozen poultry during 
1956-57, but only 66 per cent in 1955. Of the amount 
hauled by for-hire trucks in 1956-57, exempt motor 
carriers accounted for 82 per cent of the total vol- 
ume of fresh poultry shipments and 7o per cent 
of the frozen poultry. 

Some of the principal advantages of regulated 
motor carriers mentioned by the processors were 
higher quality service, including greater financial 
responsibility, more reliable pickup and delivery, 
and more adequate equipment requiring less mana- 
gerial attention on the part of the shipper. Re- 
ported advantages of exempt carriers included lower 
rates, faster service, greater availability of trucking 
equipment, and more willingness to serve out-of- 
the-way points and distant markets. 


31. Three-Way Program for Distribution Profits. 
John H. Frederick, Distribution Age, May, 
1958, pp. 31, 61. [W.L.] 


This article is the third and final one on a 
series on using public warehouses. It reviews some 
of the potential benefits of public warehousing 
services in helping manufacturers get goods to the 
point of effective consumption as quickly or more 
quickly than competitors. Discussed are the means 
in which ample stocks are made available, the 


quickest possible service is provided, and lower 
overhead costs for distribution are achieved. 


31. Transloading—Time Saver and _ Distribution 
Aid. Theodore J. Oechsner, Distribution Age, 
May, 1958, pp. 32-36, 56-60. [W.L.] 

Transloading is the privilege which “is used in 
connection with consolidated or pool carloads that 
are billed for one or more stop-offs in transit for 
partial unloading.” This privilege has introduced 
an idea which has proven invaluable to rail ship- 
pers. It permits direct and individual delivery to 
two or more destinations of portions of an original 
carload shipment. 

In our present economic situation manufacturers 
are finding that customers prefer to operate with 
reduced inventories. Manufacturers, therefore, are 
forced to perform more of the warehousing function. 
Under such conditions transloading becomes an 
effective distribution technique. It permits increased 
service to customers and helps manufacturers main- 
tain customers. Some experts have declared that 
transloading is the most important privilege pub- 
lished in rail tariffs since the insertion of stop-off 
rules. 

Eighteen railroads now provide: their service, and 
all operate strategically located transloading sta- 
tions. The carriers are listed by territorial applica- 
tion, and the destination and stop-off points are 
noted. The general operations of transloading sta- 
tions and the shipper requirements are discussed. 


31. See Here, Mr. Light . . . Distribution 
June, 1958, pp. 59-60, g2. [w.L.] 


Age, 


In the April issue of Distribution Age Wayne 
Light analyzed current railroad problems and em- 
phasized, among other things, that railroads have 
resisted progress and are following ill-advised, falla- 
cious and harmful courses. In this article presidents 
of several railroads take issue with Mr. Light's 
analysis. 

It is pointed out that Light does not allow 
for the transportation revolution which has out- 
moded the system of government regulations, that 
while the competitive efforts of railroads are tightly 
restricted the bulk of highway and waterway com- 
petition is not, and that the government actually 
promotes and subsidizes other forms of transporta- 
tion. Light’s master plan for transportation is 
criticized and a counterattack which presents rail- 
roads in a better light is pursued. 


32. WHOLESALING 


32. Charting a Bigger Role for “LCL” Sales. 
Chemical Week, August go, 1958, pp. 46-47. 
[J-K.M.] 


Foreseeing an expanded role for the chemical 
distributor, McKesson & Robbins is moving ahead 
with plans to acquire control of Merchants Chemi- 
cal Co., a large national wholesaler. 
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The move will establish McKesson & Robbins’ 
chemical department as the largest U. S. chemical 
distributor. More important perhaps is the fact 
that the acquisition will place McKesson in a much 
stronger position to win and service more less-than- 
carload-lot (LCL) business. This is a market slated 
for considerable expansion. Distribution costs, par- 
ticularly for LCL distribution, have been rapidly 
rising for the basic producer. There has thus been 
a trend by producers to shift LCL distribution to 
the chemical distributor. 

Moreover, the national economy is expanding, and 
the country now has over 100 major industrial areas. 
Once the integration of Merchants Chemical’s op- 
erations is complete, McKesson will have facilities 
to service fifty-eight of these areas. 


32. Private Labels Climb Into Key Marketing Posi- 
tions. John V. Ziemba, Food Engineering, 
July, 1958, pp. 52-54- [J-s-w.] 

We hear a great deal about voluntary chains and 
retailer-co-operatives as marketing institutions de- 
signed to strengthen the position of the independent 
retailer in their competitive struggle with chain 
stores. Here is a description of a retailer-co-opera- 
tive (Topco) serving a group of 27 regional food 
chains which operates 650 stores and has gross sales 
of $1.3 billion. At the core of the buying operation 
is a strong private label program covering 600 food 
and related items packed by 5,000 different compa- 
nies. Advertising and merchandising assistance and 
market information are also furnished in addition 
to buying help. 


32. Middlemen Plan for Cautious Growth. Chem- 
ical Week, August 23, 1958, pp. 75-77- [J-K-M.] 
Chemical middlemen are taking a confident, yet 
cautious, attitude toward expansion planning, ac- 
cording to a recent survey of distributors and sales 
agents. In seven basic areas of distributor operations, 
over 50 per cent of respondents plan expansion 
increases within the next two years. 

Most middlemen, however, will concentrate ex- 
pansion efforts in areas requiring little capital 
investment, such as sales staff and product-line di- 
versification. Thus, while 76 per cent of the re- 
spondents report plans for bigger sales staffs, only 
55 per cent will increase manufacturing activity. 
Agents and brokers show a similar pattern. And 
71 per cent of the survey respondents expect to 
add to their product lines. 

Distributor plans for capital spending, like the 
industry as a whole, also show a marked degree of 
caution. In 1957, the average amount of capital 
expenditure per distributor was $67,000. This year 
survey respondents will average $42,000; in 1959, 
only $32,000. Agents and brokers, with a smaller 
investment in facilities, will also follow the down- 
ward trend. 


33. UNCLASSIFIED 


33. Is This the Time to Diversify? Rodney C. Gott, 
Management Review, April, 1958, pp. 30-36. 
[J-M.R.] 

Should companies diversify during recession peri- 
ods? The author says “yes,” but for defensive rather 
than offensive reasons. The bulk of his article is 
devoted to a classification of motives for diversifica- 
tion as indicated below: 


1. Offensive motives for product diversification: 
a. Dependence upon a limited market's rate of 
growth. 


b. Excessive time element in building up fa- 


cilities from within. 
. Need for better control of raw materials. 
d. Desire to improve market value of common 
stock. 
e. Desire to obtain liquid funds of an acquired 
firm. 


2. Defensive motives for product diversification: 

a. Dependence upon a single industry market 
regardless of its growth rate. 

b. Need to smooth out cyclical or seasonal 
fluctuations. 

. Attempt to utilize excess capacity. 

. Desire to cut costs. 

e. Need for acquiring depression-resistant 
product. 


an 


For defensive purposes in times of recession the 
author suggests several criteria to be applied both 
to product development and corporate acquisitions: 


1. Should defend parent company’s position. 

2. Stick to related fields, unless dependent upon 
a declining industry. 

3- Should have good short-term prospects. 

4. Consider acquisitions for cash rather than 
stock. 

5. Consider products that reduce over-all costs. 

6. Evaluate products in terms of demand during 
recessions. 


33. Heuristic Problem Solving: The Next Advance 
in Operations Research. Herbert A. Simon 
and Allen Newell, Operations Research, Jan- 
uary-February, 1958, pp. 1-10. [W.L.] 


This is a reprint of an address delivered before 
the Twelfth National Meeting of the Operations 
Research Society of America in November, 1957, at 
Pittsburgh. 

The point is made that operations research has 
contributed greatly to management decisions that 
can be reduced to systematic computational rou- 
tines. To date, however, comparable progress has 
not been made in applying scientific techniques to 
judgmental decisions. This state of affairs is about 
to change as a result of research conducted during 
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the past three years into the nature of thinking 
processes, particularly into human judgmental or 
heuristic thinking. As a result “we are now poised 
for a great advance that will bring the digital com- 
puter and the tools of mathematics and the be- 
havioral sciences to bear on the very core of man- 
agerial activity—on the exercise of judgment and 
intuition; on the process of making complex 
decisions.” 

Operations research is making progress in solv- 
ing problems which are not well structured or 
merely of the systematic routine variety. Coniputers 
can be programmed not only to solve such prob- 
lems but also to learn to do these things. There- 
fore, operations researchers have the elements of 
a theory of heuristic problem solving. This theory 
can lead to understanding human heuristic proc- 
esses and simulating them with digital computers. 
Intuition, insight, and learning are no longer the 
exclusive property of humans—machines can be 
programmed to exhibit them. 

The writers predict that within the next ten 
years a digital computer will be the world’s chess 
champion, a digital computer will discover and 
prove an important new mathematical theorem, a 
digital computer will write music that will be ac- 
cepted by critics as possessing considerable aes- 
thetic value, that most theories in psychology will 
take the form of computer programs or statements 
about characteristics of computer programs. As a 
result there will be an increasing application of 
machines to solve unstructured problems, to solve 
problems too complex and difficult for the human 
mind, and to understand the human mind. 


33. Legal Phases of Farmer Cooperatives. Ray- 
mond J. Mischler, FCS Bulletin 10, Office of 
the General Counsel, U.S.D.A., January, 1958. 
[J-K.S.] 


The Farmer Cooperative Service has released the 
third major revision of a publication, “Legal Phases 
of Farmer Cooperatives,” originally prepared by 
Lyman S. Hulbert and issued in October, 1922. The 
current major revision was prepared by Raymond 
J. Mischler, an attorney in the Office of the General 
Counsel of USDA. 

The 376-page publication deals with all legal 
phases of farmer co-operative organization and op- 
erations and includes discussion of many new de- 
velopments which have occurred and additional 
cases which have been decided since the last major 
revision in 1942. Also brought up to date are sug- 
gested organization forms, a legal bibliography and 
the table of cases cited. Copies of the publication— 
FCS Bulletin 10o—may be obtained from the Super- 
intendent of Documents, Washington 25, D. C., for 
$1.25 per copy. 


33. A Bibliography of Dissertations and Theses on 
Cooperatives. Wendell McMillan, General 
Report 42, Farmer Cooperative Service, 
U.S.D.A., March, 1958. [J-K.s.] 


This indexed bibliography lists 446 dissertations 
and theses accepted by American colleges and uni- 
versities on the subject of cooperatives: 128 for the 
doctoral degree and 318 for the master’s degree. 
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Legal Developments 
in Marketing 


KENNETH J. CURRAN, Editor 


Editorial Staff: AkrHuR T. Dietz, Emory University 
Henry D. Osrserc, New York University 


Initials of staff members, in brackets following subject headings, identify the reviewers of the 
individual items. 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported under the topical outline pre- 
sented below. More detailed information about 
individual items may be obtained by reference to 
the sources cited for each case. References to CCH 
are to the Commerce Clearing House Trade Regula- 
tion Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


II. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


Ill. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maximum) 


IV. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


V. REGULATION OF UNFAIR COMPETI- 
TION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


VI. PROCEDURAL AND MISCELLANEOUS 
DEVELOPMENTS 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


1. Packaged Programs, Inc. v. Westinghouse 
Broadcasting Company, Inc., CCH © 69,049 (CA-3, 
May, 1958). [K.J.c.] 


It has long been held that a legal patent monop- 
oly cannot be extended to products not covered by 
the patent. This suit illustrates the fact that the 
same principle applies to other legal monopolies, 
such as to a licensed television station enjoying a 
legal monopoly in its particular area. A Federal 
Court of Appeals has ruled that the charge that 
such a station employed its privileged position to 
favor filmed programs produced by an affiliated 
organization to eliminate a competitor in program 
production, thus extending its monopoly, states a 
charge that should be tried. Thus the lower court, 
which had dismissed the suit for failure to state a 
proper claim, is overruled. 


2. Honnah B. Streiffer v. Seafarers Sea Chest 
Corporation et al., CCH € 69,074 (D.C. E. La., May, 
1958). [K.J.c.] 

Since the Supreme Court's decision in United 
States v. Hutcheson in 1941 (g12 U.S. 219), it has 
been clear that labor unions enjoy in their activities 
a wide sphere of immunity from the antitrust laws. 
However, in the case here reported, Judge Wright 
points out that this immunity extends only to the 
activities of labor unions concerning labor-manage- 
ment matters. A labor union engaged in a commer- 
cial activity, such as the sale of slop chest supplies, 
which uses its power as a union to divert business 
from commercial competitors is subject to the anti- 
trust laws to the same extent as any purely business 
organization. 


3- In Re. Brillo Manufacturing Co., FTC Dkt. 
6557, CCH € 27,243 (May, 1958). [K.J.c.] 


In deciding whether corporate mergers may have 
a tendency to lessen competition substantially and 
thus violate Sec. 7 of the Clayton Act, the Federal 
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Trade Commission will not permit its hearing 
examiners to use rule-of-thumb short-cuts. Accord- 
ing to the Commission, an acquisition which raises 
a corporation’s production of industrial steel wool 
from 29 to 47 per cent does not necessarily have a 
tendency to lessen competition substantially. Con- 
versely, just because the acquired corporation's pro- 
duction of household steel wool was negligible 
(only 0.3 per cent) and added practically nothing 
to the acquiring corporation’s 45 per cent market 
share, one cannot conclude that the acquisition 
necessarily will not have a tendency to lessen com- 
petition. Past market shares, it is true, are evidence 
to be considered in reaching a conclusion, but other 
evidence must be weighed as well, including such 
matters as ihe general competitive situation, the 
number of competitiors and the degree of concen- 
tration within the industry. 

In a similar manner, the Commission cautioned 
against a hasty determination of the relevant mar- 
ket. The fact that the common product of the 
merged corporations was industrial steel wool did 
not necessarily mean that industrial steel wool con- 
stituted a separate product sold in its own market 
distinct from other abrasives. The test whether 
industrial steel wool had its own distinct market 
would be the existence of peculiar characteristics 
and uses, in determining which the manner of 
marketing the product, its physical characteristics, 
prices and other things must be considered. 


B. Collusive Practices 


1. Virginia Excelsior Mills, Inc., et al. v. Fed- 
eral Trade Commission, CCH 4 69,066 (CA-4, June, 
1958). [K.J.c.] 

The condemnation by the Federal Trade Com- 
mission of the use of a joint selling agency by small 
producers of excelsior to fix prices and productive 
capacity and allocate sales is upheld in this case. 
Such a conclusion, of course, was inevitable, for if 
there is any certainty about our antitrust laws at 
all, it is that they ban collusive price fixing under 
any and all circumstances. However, the Court in 
this suit modified the order of the Commission, 
which had prohibited the defendants from using a 
common selling agent, to prohibit the use of such 
an agent to fulfill an illegal purpose, such as price- 
fixing. The Court pointed out that there is nothing 
unlawful about the common use of a sales organiza- 
tion “when each producer reserves, and exercises, 
independence in pricing, acceptance of orders, pro- 
duction and other material matters.” As a practical 
matter, however, true independence under such 
circumstances is unlikely, and the order of the 
Commission in prohibiting the joint selling device 
to firms which had already put it to illegal use 
seems both realistic and just. The Court’s change 
in the order may create the temptation to modify 
the form of the selling arrangement but to keep its 
substance. 


2. Defense Production Act of 1950, Public Law 
85-471 (June 28, 1958). [K.J.c.] 

The expiration date of the provisions of this law, 
including its antitrust exemptions, is extended from 
June 30, 1958 to June go, 1960. For the gist of the 
antitrust exemptions see JOURNAL OF MARKETING, 
January, 1956, p. 312. 


Ill. REGULATION OF PRICE COMPETITION 
A. Price Discrimination 


1. State Wholesale Grocers v. Great Atlantic and 
Pacific Tea Co., CCH § 69,089 (CA-7, July, 1958). 
[A-TD.] 


These proceedings affecting the operations and 
perhaps the very existence of the women’s maga- 
zines distributed by grocery chains began with a 
vindication of the magazines by the lower court 
(see this section, January, 1958). The question at 
issue is whether advertising in Woman's Day by 
certain grocery manufacturers violates the Robin- 
son-Patman Act. 

The Appeals Court here upholds the lower court's 
decision that the placing of advertising in 
A & P-owned Woman’s Day does not constitute the 
illegal provision of a service which is not available 
on equal terms to all. The suppliers do not con- 
tribute to the furnishing of the magazine. They 
merely purchase advertising for their own economic 
benefit. Hence Section 2(¢) is not violated. 

On the other hand the grocery manufacturers do 
pay for a service, which is illegal under Section 
2(d) unless such payment is available to all compet- 
ing customers on proportionately equal terms. No 
proof of such proportional availability was pre- 
sented. The lower court relied on the fact that the 
complaining stores had no available magazines for 
which to solicit advertising. Here it is held that an 
offer to one who cannot accept is tantamount to no 
offer, and the case is remanded for further proceed- 
ings under 2(d). 

It is difficult to see what sort of offer the courts 
might consider appropriate under the circumstances. 
In the meantime the magazines continue in jeop- 
ardy. The chains are absolved, but supplier ad- 
vertising could be prevented if the courts make it 
impossible to meet the 2(d) offer test. Must a sup- 
plier advertise in the magazine of every competing 
chain and make compensatory payments to all stores 
who do not distribute magazines? This question 
remains open. 


2. Simplicity Pattern Co., Inc. v. Federal 
Trade Commission, CCH 4 69,047 (CA D.C., May, 
1958). [A.T.D.] 

At issue here is the interpretation of the Robin- 
son-Patman Act prohibition of discrimination in 
the services and facilities provided customers. Sec- 
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tion 2(e) requires that provision be made on pro- 
portionately equal terms. The Federal Trade Com- 
mission held that this section stands alone as a 
per se statute. Here a divided court overrules the 
Commission. 

Simplicity furnished free counter catalogs and 
storage cabinets to one group of customers, chain 
stores, but did not provide them free for a second 
customer group, retail fabric stores. The Commis- 
sion would not allow Simplicity to plead cost justi- 
fication as a defense. The Court disagrees. 

It is true that cost justification is not mentioned 
in Section 2(e) as it is in 2(a), dealing with price 
discrimination. Yet 2(b), in describing the proce- 
dures to be followed in rebutting a prima-facie 
case by showing justification refers both to discrimi- 
nation in price and in services or facilities furnished. 
The Court holds that 2(e) cannot be considered 
alone as a per se statute but must be viewed in 
combination with 2(b). Simplicity must have the 
opportunity to show cost justification. To this a 
dissenting judge replies logically that it is incon- 
sistent to refuse proportional equality and at the 
same time to plead on the basis of cost differentials. 


3. Atalanta Trading Corp. v. Federal Trade 
Commission, CCH © 69,099 (CA-2, July, 1958). [A.T.D.] 


The F.T.C. held that a meat products distributor 
violated Section 2(d) of the Robinson-Patman Act 
in not giving proportionately equal advertising al- 
lowances to all competing customers in the Wash- 
ington, D. C., area. Here the Court overrules the 
Commission on the ground that there were no un- 
favored customers purchasing the same products 
at the same time. 

Atalanta, the distributor, had no consistent policy 
of granting advertising allowances, but discounts 
were given to a food chain in connection with pro- 
motions of special products for the July 4th and 
Christmas trade. The chain involved was Atalanta’s 
only substantial customer in the area, but infre- 
quent sales were made to three other retailers. No 
sale of the products being promoted was made to 
any one of these retailers within five months of the 
promotions for which advertising allowances were 
granted to the food chain. 

The Court terms the Commission’s decision a 
“radical departure from prior applications of Sec- 
tion 2(d).” Competing purchasers of products of a 
like grade and quality must be present. The Court 
refuses to accept the idea that mere cross-elasticity 
of demand can give rise to a violation. Furthermore, 
time differences must be considered even when 
identical products are sold. Otherwise any allowance 
would have to be given in connection with the very 
first sale in an area, and the discount on a sate 
would place a distributor in a position from which 
it could not retreat. 


B. Resale Price Maintenance 


1. General Electric Co. v. American Buyers Co- 
operative, Inc., CCH € 69,058 (Kentucky Ct. App., 
June, 1958). [A.T.D.] 


Once again a lower court opinion regarding the 
unconstitutionality of fair trade has foreshadowed 
a higher court’s decision, and Kentucky is placed 
more firmly among the states with inoperative fair 
trade laws (see this section, October, 1956). The 
most interesting aspect of this decision, however, lies 
in the nature of the reasoning on which it is based. 

The Court refuses to accept the fiction that the 
primary purpose of fair trade legislation is the 
protection of the manufacturer’s goodwill. Rather 
the purpose of resale price maintenance is primarily 
horizontal price fixing,‘ and goodwill protection is 
only incidental. This reasoning leaves fair trade 
bereft of its basic foundation. Yet in this instance 
the Court differentiates between the positions of 
signers and non-signers. 

The right to acquire property and the prohibi- 
tion of arbitrary governmental power over the prop- 
erty of free men comprise the essence of free enter- 
prise. One has a right to refuse to accept a contract 
and cannot then be held liable for the breach of 
a contract between other parties merely because one 
knows of its existence. The non-signer provision of 
the Kentucky Fair Trade Act constitutes legislative 
invasion of this broad constitutional right, and the 
provision is therefore invalid. However, the Act 
is constitutional as regards signers. They freely 
enter into contracts which constitute vertical price 
fixing rather than horizontal. 


2. United States v. Parke Davis & Co., CCH 
§ 69,079 (DC D.C., July, 1958). [A.7.D.] 


As state after state joins the free trade block the 
problems associated with resale price maintenance 
without effective fair trade legislation assume greater 
and greater importance. It is in this connection that 
this action is interesting. 

Parke Davis suggested minimum resale prices to 
druggists in the District of Columbia and Virginia, 
free trade jurisdictions at the time. Supplies were 
cut off from those who did not co-operate. Part of 
the time any who sold below the minimum price 
were subject to such action; at other times only 
those who actually advertised cut prices were 
affected. Coercion was not present beyond the threat 
implied in the refusal to sell. No collusion was in- 
volved. In fact, the products involved met with keen 
competition in the area and comprised a relatively 
small percentage of the sales of their product classes. 
Finally the refusal to sell policy was discontinued as 
a result of the competitive situation. 

The Court is convinced that there is no likelihood 
of the policy commencing again. Hence it holds that 
injunctive relief is neither necessary nor appropri- 
ate. This decision settles the issue at bar. In terms 
of the basic issue involved, however, it marks no 
progress. Faith in the efficacy of competition as a 
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controlling force cannot hide the fact that the prob- 
lem of resale price maintenance will merely be faced 
in a new guise if fair trade is removed. 


Vv. REGULATION OF UNFAIR COMPETITION 
A. Advertising 


1. Kenneth W. Shafe et al. v. Federal Trade 
Commission, CCH € 69,069 (CA-6, January, 1958). 
[H.D.O.] 


How far does the regulatory arm of the Federal 
Trade Commission extend? Very far, when the Com- 
mission wants it to, according to the Court of Ap- 
peals of the Sixth Circuit. 

In Shafe v. Federal Trade Commission, the peti- 
tioner was a manufacturer and distributor of herbs 
and bitters. He claimed in his advertisements that 
these herbs and bitters possessed medicinal powers, 
that they would cure arthritis, rheumatism, neu- 
ritis and a long list of other ailments. The Commis- 
sion investigated these claims and, after a hearing, 
held them to be false. On review, the petitioner did 
not argue with the Commission's findings. He based 
his defense on the allegation that the Federal Trade 
Commission had no jurisdiction over him, since his 
sales (without exception) were made within the state 
of Michigan. The Court admitted that “orders from 
out-of-state customers were returned unfilled.” It 
was not moved, however. It ruled that Section 12(a) 
of the Federal Trade Commission Act, which pro- 
hibits false and misleading advertising, does not re- 
quire any sales in interstate commerce. “It is the 
dissemination of false advertising that the statute 
is directed against.” Since petitioner advertised in 
newspapers, copies of which sometimes found their 
way into states other than Michigan, the Commis- 
sion was said to possess jurisdiction. The mere tech- 
nicality, to quote the court, that a “very small 
percentage of newspapers carrying (petitioner’s) ad- 
vertisements went into states other than Michigan” 
was sufficient to have F.T.C. jurisdiction attach. The 
Court did not explain why this should be so, since 
it is inconceivable how any damage can be done by 
advertisements, no matter how false or misleading, 
seen by out-of-state customers to whom the adver- 
tiser refuses to sell. 

The real point of the decision is clear. The com- 
merce clause of the U. S. Constitution, which serves 
as the basis for the Federal Trade Commission Act, 
has been subject to constantly broader interpreta- 
tions for more than forty years. It is now so all- 
embracing that it covers almost any business trans- 
action, no matter how local its character and no 
matter how insignificant. The Court of Appeals em- 
phasized this fact when it said that the order against 
the petitioner would have to be sustained even if 
he had not advertised. After all, the petitioner had 
used the mails (what businessman does not?), and 
false claims sent through the mails are subject to 
the Commission’s jurisdiction, even if sent only to 
intrastate addresses. 


2. Federal Trade Commission v. National Casu- 
alty Company, 78 S. Ct. 1260 (June, 1958). [K.J.c.] 


Leaving undecided the question of the power of 
the Federal Trade Commission to prosecute mislead- 
ing advertising by insurance companies when it is 
interstate in character, the Supreme Court has ruled 
that the McCarran-Ferguson Act (1945) placed such 
misleading advertising beyond the jurisdiction of 
the Commission when it is intrastate and when the 
state concerned regulates it. Interstate advertising is 
possibly in a different category because states can- 
not regulate it effectively for constitutional reasons. 

The Commission had argued that in setting aside 
the Federal antitrust laws with respect to insurance 
to the extent that the business is regulated by the 
states, the McCarran-Ferguson Act requires some- 
thing more than mere state legislation. Regulation 
presumes effective legislation. The Supreme Court 
was not, however, impressed by this argument. 


B. Nonadvertising Promotional Methods 


Automobile Information Disclosure Act, Public 
Law 85-506 (July 7, 1958). [K.J.c.] 


Effective October 1, 1958 or with the later intro- 
duction of the new 1959 models, automobile manu- 
facturers and importers must label their cars with 
the name and location of the dealer to whom de- 
livered, the suggested retail price of the car and op- 
tional equipment, and the amount charged the 
dealer for transportation. The failure to so label 
cars or the removal of labels is subject to a fine up 
to $1,000 for each offense. 

It is the hope of Congress that the Disclosure Act 
will prevent misrepresentation by dealers of the 
value of the cars they are selling and the trade-in 
allowances they are giving. Padded prices and ex- 
aggerated trade-in allowances have been common 
complaints against the automobile dealers in recent 
years. With full knowledge of the suggested retail 
price in his possession, the consumer can now make 
a more accurate appraisal of the deal he is getting. 


VI. PROCEDURAL AND MISCELLANEOUS 
DEVELOPMENTS 


1. M. Robert Goodfriend et al. v. The Kansas 
City Star Co., CCH € 69,023 (DC Mo., January, 1958). 


The Crummer Co. v. Jessie Ball DuPont et al., 
CCH § 69,031 (CA-5, May, 1958). 


Colonial Drive-In Theatres, Inc. v. Warner 
Bros. Pictures, Inc., CCH 4 69,035 (DC NY, May, 
1958). [H.D.0.] 

A person suing for damages under the antitrust 
laws has a limited period of time in which to start 
his action. This period is generally referred to as 
the “statute of limitations,” and is four years in 
duration. In recent months, a number of cases have 
involved questions concerning the statute of limita- 
tions. In one, the court stated that the statute is 
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“tolled,” meaning that its operation is temporarily 
suspended, under certain conditions. The court held 
that commencement of a suit by the federal govern- 
ment against the alleged violator has the effect of 
tolling the statute. The right to bring a private law- 
suit, once federal prosecution has been initiated, is 
preserved during the pendency of the government 
proceedings and for one year thereafter. This means 
that the courts may sometimes be asked to award 
treble damages for acts which occurred ten years or 
more before. (The Goodfriend case.) Another court 
recently held that “fraudulent concealment” of the 
acts which allegedly constituted the antitrust viola- 
tions may also serve to toll the statute of limita- 
tions. The concept of “fraudulent concealment” re- 
quires, according to the court, that the concealment 
was successful and that it was accomplished by 
unlawful means. If the plaintiff in the private 
antitrust action uncovers the defendant's improper 
activities, he can no longer argue “fraudulent con- 
cealment,” at least as of the date of discovery. How- 
ever, the question of whether the allegedly unlaw- 
ful acts were concealed, and whether the means 
used to conceal them were fraudulent, is one of fact 
and normally should be decided by a jury. (The 
Crummer Company case.) Once a private suit has 
been started, it must be furthered without undue 
delay. Failure to follow up the action with “force 
and vigor” will result in permanent dismissal of 
the action. (The Colonial Drive-In Theatres case.) 


2. United States v. The Procter & Gamble Com- 
pany, et al., 78 S. Ct. g83 (June, 1958). [K.J.c.] 

One of the great weaknesses in our federal anti- 
trust program is the absence of subpoena powers by 
the Antitrust Division of the Department of Justice. 
In preparing a civil suit, the Division usually relies 
on investigations by the Federal Bureau of Iinvesti- 
gation which interviews persons who are not under 
oath and which has no power to gain access to the 
correspondence and records of an unco-operative 
business firm. 

The Antitrust Division may overcome this serious 
weakness by resorting to criminal prosecutions and 
the grand jury, which, of course, has full power to 
force reluctant witnesses to tell their stories and to 
require the disclosure of business records. Having 


secured the information it needs to build its case, 
the Division may take civil action as well as criminal 
procedures against the same firms charging the same 
violations. This it has done many times. At times 
the Division has been accused, however, of using the 
grand jury to secure information to build a civil 
suit with no intention of pushing a criminal prose- 
cution to a conclusion, and the ethics of such a prac- 
tice have been seriously questioned. 

In the civil antitrust suit now in the courts 
against Procter and Gamble and other soap com- 
panies, the Government has built its case on infor- 
mation secured by a grand jury. The District Court 
(N. J.) had ordered it to make available to the de- 
fendants the complete grand jury record, taking 
this somewhat unusual step in spite of the secrecy 
with which grand jury proceedings are usually 
guarded partly to save time in trying a very com- 
plicated suit and partly because the Government 
was using the grand jury record in a civil suit when 
the grand jury had failed to return a criminal in- 
dictment. When the Government refused to obey 
the order, the Court dismissed the suit and the 
Government appealed. 

The Supreme Court has now reversed the District 
Court and decided for the Government. The major- 
ity admitted that the order by the lower court to 
disclose the record of the grand jury would have 
been quite proper had the Government misused 
the grand jury procedure for civil purposes—i.e., em- 
ployed it with no serious intent to take criminal 
action. However, the mere fact that the criminal ac- 
tion had misfired and the grand jury had not re- 
turned an indictment did not mean that the Gov- 
ernment had acted in bad faith and could not use 
the evidence so obtained in a civil suit. Thus the 
order by the lower court for a wholesale disclosure 
of the grand jury record was in error. 

One justice (Whittaker) concurred with the ruling 
of the majority but thought that the Government, 
as well as the defendants, should be denied the use 
of the grand jury record, and three justices (Harlan, 
Frankfurter and Burton) dissented. The latter felt 
that the District Court, which had lived with this 
suit for three years and knew its complexities, had 
not misused its discretion when it decided to order 
the full disclosure of the grand jury proceedings. 
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ADVERTISING COPY, LAYOUT AND TY- 
POGRAPHY, by Hugh G. Wales, Dwight 
L. Gentry, and Max Wales. (New York: 
The Ronald Press Company, 1958. Pp. x, 
491. $7.50) 

Over the years few if any books on copy have 
paid more than lip service to the other phases 
of advertising’s so-called “creative” function. A 
chapter on layout is about as much as can be 
found in most texts on copy. Now and then il- 
lustration has been allowed in the hallowed cir- 
cle. Typography and mechanical production 
have suffered rather complete ostracism. 

In this book, as its title indicates, the Wales 
brothers and Gentry break with tradition. Their 
efforts are most likely to be found useful in ap- 
proaching the development of well-rounded 
writers at colleges which can offer only one 
“creative” course. Their treatment will 
strengthen appreciation for and understanding 
of the other aspects of advertising’s creative 
work. 

There is some question in this reviewer's mind 
that the authors’ break with tradition achieves 
its goals. Perhaps there would be less question 
had the authors set up only one goal. Their 
preface states (p. iii): “This textbook on funda- 
mentals of creative advertising has been written 
for the beginning student in separate courses or 
a combined course in copywriting, layout de- 
sign, and typography.” It is doubtful that this 
book would be adequate for “separate courses” 
—especially if the authors mean three separate 
courses. 

Of the 32 chapters (491 pages), twenty-one 
deal rather directly with matters related to de- 
veloping a student's writing ability. This cer- 
tainly could be adequate for a normal copy 
course. Fifteen chapters are concerned with lay- 
out considerations; only five, however, are dis- 
tinct treatments of layout, separate from copy 
and typography. Seven chapters contain ma- 
terial of a typographical nature, only two of 
which can be considered as dealing predomi- 
nantly with typography. Coverage of the latter 
two areas, therefore, is of questionable depth 
for a separate course in each. There is sufficient 
material, however, for two separate courses: one 
in copy, and one in layout and typography com- 
bined. 

The authors outline their text as follows (p. 
12): “The first four chapters will be devoted to 
the background, approaches, and objectives of 
copy, layout, and typography. . . . 

“Chapters 5, 6, and 7 take up the principles 
related to the buying motives and appeals that 


can be used to encourage (or influence) con- 
sumers to take action. The visualization of the 
whole advertising job as found in copy, layout, 
and typography is discussed in Chapter 8 and 
serves as an introduction to the foundation 
work for copy orientation. 

“Following the treatment of copy in Chap- 
ters g through 15, the principles of layout and 
typography are covered in Chapters 16 through 
23. The applications and problems found in 
newspaper, magazine, institutional, direct mail, 
outdoor, small space, trade, industrial, tele- 
vision, and radio advertising are covered in 
Chapters 24 through 31. 

“The final chapter summarizes the nature of 
copy, layout, and typography problems encoun- 
tered in a changing environment. . . .” 

In preparing a comprehensive text authors 
most certainly face the difficult decisions of what 
to include and what to exclude, as well as what 
shall be given considerable space and what can 
be given light coverage. This reviewer feels that 
retail copy could have been given more atteu- 
tion. True, there are a number of illustrations 
in this area, but instructional material is 
thought to be too limited (it appears under 
copy for newspapers). 

Three matters of concern to writers, in the 
opinion of this reviewer, are not covered at all. 
These are: classified advertising, mail order ad- 
vertising, and laws that affect copy. The ways 
some of the major federal and state statutes con- 
trol what writers may say, and how they may 
say it, seem to warrant inclusion. It is felt that 
such material would be more appropriate in 
this text than the chapter on trade marks (al- 
though identification is vital in advertising, 
there is some question about a copywriter’s re- 
sponsibility in creating such devices—or a layout 
artist’s, for that matter). 

The effort of Wales, Gentry, and Wales to 
provide a combination text is highly commend- 
able. How widely useful it may be is a bit diffi- 
cult to estimate. In many colleges, this reviewer 
believes, such a text and course should be 
adopted rather than one devoted to copy alone. 
These are colleges which are not geared to offer 
separate copy and layout courses. For such col- 
leges this text would provide good material. 

The “Topics for Discussion” and “Laboratory 
Assignments” should prove useful in clarifying 
and elaborating points through verbal exchange 
and actual application to advertising situations. 
Because the text does not always detail tech- 
niques as minutely as it might, this reviewer 
feels that successful use of the book does lean 
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heavily upon a copy-layout experienced teacher. 
Perhaps a detailed teachers’ manual is in prepa- 
ration to come to the aid of those whose experi- 
ence is light or completely lacking. 

An interesting and instructive feature of the 
book is found in its Appendix. This is Paul 
Pinson’s “Drawthinks’”—an informative series to 
help writers communicate with artists. Pinson’s 
work came into national prominence through 
the appearance of “Drawthinks” in Advertising 
Age. 

In Advertising Copy, Layout and Typog- 
raphy, Wales, Gentry, and Wales present a laud- 
able break with the traditional one-track copy 
books. They have been wise in writing clear, 
short chapters. In addition, they have provided 
numerous illustrations to clarify further many 
of the principles propounded. 

C. DORSEY FORREST 
Ketchum, MacLeod & Grove, Inc. 


BASIC MARKETING DATA ON METAL- 
WORKING, A MARKETING AND 
SALES-PLANNING SOURCE. The Iron 
Age. (Philadelphia: The Chilton Company, 
1957- Pp. 309. $25.00) 


MCGRAW-HILL’S INDUSTRIAL MARKET 
PLANNING WORKBOOK (Second Edi- 
tion), by McGraw-Hill Research. (New 
York: McGraw-Hill Publishing Company, 
Inc., 1957. Pp. 244. $20.00) 


METALWORKING MARKETS IN THE 
U.S.A., A SALES PLANNING GUIDE, 
Steel. (Cleveland: The Penton Publishing 
Company, 1957. Pp. 246. $25.00) 

These three books which we shall henceforth 
refer to as the Iron Age book, the McGraw-Hill 
book, and the Steel book respectively, are prob- 
ably the most widely used, privately published, 
sources of basic quantitative data in the indus- 
trial marketing field. While they have several 
characteristics in common, fundamentally they 
bear a complementing relationship to each 
other. 

All three books organize the bulk of their 
data according to the Standard Industrial Clas- 
sification, usually referred to as the SIC. Thus 
fundamentally each of these books tells us how 
many business establishments, of what sizes, are 
producing what (or are carrying on what kind 
of busines activities), in the United States and 
various geographical subdivisions. For instance, 
the Iron Age book tells us that there are five 


manufacturing plants, each of which has fifty 
or more plant workers, making commercial 
laundry machines in the Chicago industrial 
area. 

Each book makes frequent and effective use 
of cartography. Not only are maps frequently 
interspersed in the text, but each furnishes one 
or more supplementary wall-sized maps. All of 
the maps are basically county outline maps 
adapted to the particular information contained 
in the respective books. They make the text 
much more useful and readily understandable. 
Indeed the wall maps are quite decorative as 
well as useful for market analysis even without 
reference to the books. This reviewer found the 
maps in and accompanying the Steel book some- 
what more useful than the others because of the 
greater detail with regard to the location of 
cities and towns. 

Another thing the three books have in com- 
mon 15 excellent introductory and explanatory 
material. Each contains a worked-out example 
showing at least one way of determining market 
potentials through the use of the data in the 
book, as well as complete information on the 
sources of data, and on the nature of the SIC. 

All three have something of a do-it-yourself 
approach to market analysis with the McGraw- 
Hill book actually containing blank columns to 
be filled in by the user with factors peculiar to 
his market situation. On the other hand, the 
Steel book contains the very sage advice: “We 
suggest that any manufacturer contemplating a 
market study seek competent and experienced 
guidance from marketing research specialists. 
Lists of qualified organizations are available 
from the American Marketing Association.” 
(Italics ours.) 

The Iron Age and Steel books are very differ- 
ent from the McGraw-Hill book in three major 
ways. First of all, they are devoted exclusively 
to the meta!working manufacturing part of the 
SIC while the McGraw-Hill book covers all of 
manufacturing as well as construction, mining, 
public utilities, wholesale and retail trade, fi- 
nance, and services. In other words the McGraw- 
Hill book covers almost all of non-agricultural 
and non-governmental industry. 

Secondly, the Iron Age and Steel books con- 
tain data based upon private industrial censuses 
conducted by the research departments of their 
respective magazines while the McGraw-Hill 
book is based almost entirely on government 
data from County Business Patterns (1953). 

Finally, the Iron Age and Steel books are 
arranged according to the 4 digit SIC while the 
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McGraw-Hill book only goes as far as the 2 digit 
SIC. Thus both the Iron Age and Steel books 
provide the data, mentioned above, on the num- 
ber of plants manufacturing commercial laun- 
dry machines in Chicago while the McGraw-Hill 
book lumps them with a lot of other plants into 
a much broader category: “Machinery, Except 
Electrical.” 

In view of the high price of each of these 
books the reviewer feels a relatively detailed 
description of the contents of each will help the 
reader to decide which, if any, he can most 
benefit from purchasing. 

The Iron Age and Steel books limit them- 
selves to 4 digit SIC data on all manufacturing 
plants with twenty or more plant workers (Iron 
Age), or employees (Steel), in the metalworking 
industries. The Steel book defines these indus- 
tries as: “. . . all manufacturing plants that 
produce metal or manufacture a product made 
wholly or partially out of metal.” These plants 
account for 45 per cent of manufacturing em- 
ployment. The basic data in each book are 
based upon census material gathered by their 
respective research departments during 1956-57 
in the case of Steel, and during 1957 in the case 
of Iron Age. Each obtained information from at 
least g8 per cent of the metalworking plants. 
Both books begin with material on the size and 
growth of the whole group of metalworking 
industries. 

All the basic tables in the Iron Age book 
have these column headings: “Standard Indus- 
trial Code,” “Titles of 4 Digit Groups,” “Num- 
ber of Plant Workers in Plants Employing: 100 
or More, 20 or More,” “Weight Index in %,” 
and “Number of Plants by Plant Employment 
Size: 20 or More, 100 or More, 50 to gg, and 
20 to 49.” To give an example: In the Detroit 
industrial area, in SIC 3561 (pumps and com- 
pressors) there are 2,561 plant workers in 
plants employing 100 or more workers and 
2,845 in plants employing 20 or more. These 
account for .o440 per cent of all workers in 
metalworking plants with go or more plant 
workers. There are 12 plants with 20+ workers, 
5 with 100+, 2 with 50 to gg, and 5 with 20 
to 49 workers. 

There are tables giving this information on a 
2, 3, and 4 digit SIC basis for: The United 
States, for each state, for 128 industrial areas, 
and for the balance of each state outside of the 
industrial areas. 

Finally, the Iron Age book has a manufac- 
turing departments analysis in which the num- 
ber of metalworking plants, with 20 or more 


plant workers, operating each of twenty-four 
different departments is indicated for: The 
United States, each state, industrial area, bal- 
ance of state, and each 2 digit SIC. For instance, 
815, metalworking plants in the U.S. have plastic 
molding departments, 14 are in SIC 25 (Fur- 
niture), and 2 are in the San Diego industrial 
area. There is no cross reference between the 
SIC and geographical sections of the table ex- 
cept for the U.S. as a whole. 

The Iron Age book has the following things 
which the others do not. It is based on the 1957 
SIC and has a conversion table from the 1945 to 
the 1957 SIC. This is of value for two reasons. 
First of all, all future government data gather- 
ing will use the 1957 SIC, and thus you will be 
able to compare and update Iron Age data as 
new government data are issued. Also, the SIC 
was revised after 12 years in recognition of new 
industries and changes in the relative impor- 
tance of old industries. The Iron Age data 
arrangement reflects these changes making them 
relatively more useful in analysing today’s in- 
dustrial market. 

In addition, the Iron Age book is the only 
one of the three to give state totals on a 4 digit 
SIC basis. This can be a great time saver when 
state totals are needed. 

The Iron Age book is the only one to give 
the number of workers in plants with 100 or 
more. This is important because you frequently 
are interested only in these larger plants. With 
other data sources, you have to estimate the 
employment by making certain assumptions 
about average plant size. 

Finally, this book is the only one to give a 
weight index, for each 4 digit SIC in each area, 
indicating the per cent of total national metal- 
working employment. In some kinds of market 
potential analysis these percentages are of more 
value that the actual amounts. This column on 
each table saves calculating time. 

The column headings for the basic tables in 
the Steel book are “County,” “SIC Number,” 
“Industry Definition,” for “Plants Employing 
zo or More, Total Employees, Total Plants,” 
“Number of Plants Employing 20-49, 50-99, 100- 
499, and 500 or More.” Every county with one 
or more metalworking plants is included. There 
is also a National Summary with the same col- 
umn headings, omitting the first one. The in- 
formation is given on both a 2 and a 4 digit 
SIC basis. 

With regard to Metalworking Operations 
Performed, the national summary gives the 
number of metalworking plants performing 
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each of twenty different operations according 
to both 2 and 4 digit SIC. There are also sep- 
arate tables for each state giving the total num- 
ber of metalworking plants performing each of 
the operations and the number of plants ac- 
cording to employee size group. For instance: In 
Georgia there are 28 plants with a pickling 
operation. Eight have 20 to 49 employees, seven 
have 50 to gg, nine have 100 to 499, and four 
have 500 or more employees. 

The Steel Book has the following character- 
istics which the others do not. Most important 
of all it has individual county data on a 4 digit 
SIC basis. If analysis in such detail is important 
to your marketing operations, it is the only book 
giving this information. Secondly, it breaks the 
figures on the number of plants with 100 or 
more employees into those with 100 to 499, and 
500 or above. In some cases this larger category 
is the only one you are interested in. With the 
Iron Age or the McGraw-Hill book you have to 
estimate the number of these larger plants. 

In many cases an analysis of your market in 
terms of operations performed is more meaning- 
ful than on the basis of SIC. The much greater 
detail given in the Steel book is of real value 
in this case. The National Summary gives you 
a way of weighting each 4 digit SIC by opera- 
tion performed. The Iron Age book provides 
this only on a 2 digit level. 

The county detail in the Steel book is both 
a blessing and a curse. At times the county de- 
tail is of inestimable value. On the other hand, 
usually you are interested in a state or an in- 
dustrial area. Then you have to add up the 
data from each county. This can be a very 
tedious and time-consuming job. 

In the McGraw-Hill book the column head- 
ings in the basic tables are as follows: “Indus- 
try,” “Total Establishments all sizes,” “Larger 
Establishments by Employee Size Group, 20 or 
more, 50 or more, 100 or more,” “Total Em- 
ployees all Size Establishments, Number, % of 
U.S.” and two columns left blank (to be filled 
in by the user of the book), with the following 
headings: “Industry Weight Total U.S.” and 
“&% of U.S. Potential or Available Business.” 
These tables cover every state, 66 industrial 
areas, balance of the state outside of the indus- 
trial areas, and the individual counties in seven 
large industrial areas. 

In addition to the basic tables the McGraw- 
Hill book also has tables and graphic bar charts 
showing the concentration of employees in es- 
tablishments with 20 or more employees for 
each 2 digit industry, and tables showing: (1) 


the per cent of total U.S. employees in each 2 
digit industry in each state, industrial area, and 
balance of state, (2) the number of employees 
in each 2 digit SIC in each of the counties 
in each industrial area with more than one 
county, and (g) the number of establishments, 
number of employees, and percentage of em- 
ployees in each 2 digit industry for each state. 

Just before the basic tables there is an alpha- 
betical index of cities, counties, and states indi- 
cating the page or pages on which data about 
each appear. There is also very convenient page 
cross indexing from one table to another. 

Almost all of this information is compiled or 
computed from County Business Patterns (1953). 
However, this in no way lessens the value of 
the book except that the data are three to four 
years older than in the other two. 

There are some original data in the McGraw- 
Hill book on each of the five counties making 
up New York City. These are from the Mc- 
Graw-Hill Census of Manufacturing Plants. 
County Business Patterns lumps these five coun- 
ties together. 

The McGraw-Hill book has the following 
which the others do not. Most important is the 
fact that it covers industries in addition to 
metalworking. If any or all of your industrial 
market lies outside of metalworking, the Mc- 
Graw-Hill book will provide you with data for 
that part of your market and the other two will 
not. Another thing is that the McGraw-Hill 
book is, as its full title implies, a workbook. 
There are blank columns and work pages for 
you to do your own calculating and market 
analysis. This permits you to have the published 
figures and own calculations right on the same 
page without the bother of transcribing. 

Finally the McGraw-Hill book has the column 
giving the per cent of total employment in each 
industry in the area covered by the particular 
table. This, like the Iron Age book “Weight 
Index,” is frequently more important than the 
actual numbers on which the percentage is 
based. By including it in the book you are 
saving a lot of computing time. 

One weakness of the McGraw-Hill book is 
that SIC numbers are not included in the tables. 
SIC headings are used, and if you read the 
material in the appendix you can tie them in 
with SIC numbers—this involves a waste of 
time. 

Each of these three books has certain strengths 
and weaknesses. Because the McGraw-Hill book 
limits itself to the 2 digit SIC its usefulness is 
limited. Also, except for the data on the five 
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counties comprising New York City, you can 
dig out and compute all of the information in 
the book, plus a great deal more, from County 
Business Patterns. A complete set of County 
Business Patterns costs $11.75. On the other 
hand, the McGraw-Hill book represents a tre- 
mendous amount of tabulating, computing, and 
arranging of the data from County Business 
Patterns into industrial areas which are very 
widely used as sales territories, and the cartog- 
raphy is very superior to that found in County 
Business Patterns. 

This reviewer cannot help but wonder why 
McGraw-Hill, in view of the fact that it main- 
tains the world’s largest private industrial cen- 
sus operation, uses four-year-old government 
data rather than its own. Much of the strength 
of the Iron Age and Steel books lies in the fact 
that they contain basic industrial market data 
unobtainable from any other source. Iron Age 
has information on the number of production 
workers in plants with 100 or more production 
workers, and Steel has 4 digit SIC information 
on a county by county basis. There are no other 
sources for these industrial market data. 

If a large part of your market is made up of 
metalworking plants, you would benefit more 
from the Iron Age or the Steel book than you 
would from the McGraw-Hill book. A choice 
between the Iron Age and the Steel book really 
depends upon the importance of having indi- 
vidual county data for your market analysis. 

This reviewer is very pleased that his com- 
pany library contains all three of these volumes. 
As a practical matter, when the industrial mar- 
ket to be investigated lies outside the metal- 
working industries, the usual procedure is to 
begin with the McGraw-Hill book and then 
turn to County Business Patterns or the Census 
of Manufactures for any finer detail that is 
needed. 

In investigations of the metalworking market 
there is a tendency to begin with the Iron Age 
book and refer to the Steel book for detailed 
county information as it may be needed. About 
seven times out of ten, the industrial area and 
state figures from Iron Age are sufficient, and 
it would be very tedious and time consuming to 
have to add them up from the separate county 
tables in the Steel book. 

Industrial marketers should be thankful that 
these three publishing companies, primarily in- 
terested in putting out trade publications, have 
provided us with such magnificent market data. 
It is to be hoped that in the future these trade 
magazine publishing companies will be joined 


by others. We would also like to suggest that 
these three books could be made more valuable 
if the following things were done in future edi- 
tions: (1) the 1957 SIC should be used by all 
three, (2) we would like to see McGraw-Hill 
make more use of its own Census of Manufac- 
turing Plants and provide more SIC detail, (3) 
Iron Age could improve their book by taking 
a leaf out of the McGraw-Hill book and giving 
county data on the half dozen or so largest in- 
dustrial areas, (4) Steel would make its book 
more useful if it would include industrial area 
or state tables as well as county tables. 

The above suggestions for changes should not 
be considered serious criticisms as much as sug- 
gestions for improving three very fine and very 
valuable data books. 

NATHANIEL R. KIDDER 
Kidder & Company 


TARGETING SALES EFFORT, by Charles W. 
Smith. (New York: Columbia University 
Press, 1958. Pp. 396. $15.00.) 


This book consists of two parts. The first is 
described as the “Trading Center Method of 
Geographic Sales Analysis.” The second con- 
sists of “Tools of the Trading Center Method.” 
The first part, which represents only 23 of the 
396 pages, is text. All of the remainder, consti- 
tuting the bulk of the book, is a series of tables 
photographically reproduced from a series of 
sheets printed by tabulating machines. The ba- 
sic marketing data for the tables were developed 
from the 1950 Census of Population and the 
1953 Census of Retail Sales. 

The 23 text pages are divided into an intro- 
duction (seven pages) and three chapters of 
three, nine and four pages, respectively. The 
introduction presents a brief historical review, 
with emphasis on limitations, of the “City Meth- 
ods” and “Area Methods” of sales analysis. This 
leads to a discussion of the “Need for Trading 
Center Analysis” and a brief review of the 
“Development of Method Presented in This 
Book.” 

Chapter 1 devotes three pages to summarizing 
the classification of markets which is the basis 
of the book. All “Trading Centers” are divided 
into six different urban and three different 
rural groups, largely on the basis of population 
but with retail sales volume as an important 
influence. The division of total U.S. population 
and retail sales, and the total number of retail 
establishments, by groups, is shown in a sum- 
mary table. Chapter 2 devotes nine pages to the 
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“Mechanics of the Trading Center Method.” It 
pays major attention to the problem of coding 
company sales to the various “McKinsey Trad- 
ing Center Areas.” Chapter 3 concludes the 
text portion of the book with four pages on the 
“Uses of the Trading Center Method.” 

The tabular portion of the book presents four 
different tables. Tables 1 and 2 represent a 
listing, by states, of counties and cities. For the 
cities, the trading center number, 1950 popula- 
tion, and 1953 retail sales volume and number 
of retail establishments are shown. For the coun- 
ties, only the identifying number is shown. 

Table g lists urban trading centers in de- 
scending order of volume, divided into the six 
groups. For each urban trading center, five 
columns of data are provided, plus blanks for 
the analyst to add company data. The informa- 
tion listed is: 1953 retail sales; 1950 population; 
number of retail establishments in 1953; and 
the percentages of the U.S. total of population 
and retail sales included in the center. 

Table 4, which is more than 230 pages long 
and thus constitutes in itself much more than 
half the book, is a listing with county detail of 
urban and rural trading centers. The same five 
columns of data identified above are included, 
along with the three blank columns intended 
for use in recording company dollar sales, dol- 
lar sales as a percentage of the company’s U.S. 
total, and an “Index of Performance” figure. 

The use of total retail sales without considera- 
tion of the marked variations in city-size pattern 
of sales of different types of outlets restricts the 
usefulness of the book to firms selling through 
a wide range of retail outlets. Firms with nar- 
rower distribution at retail will find data on the 
particular types of outlets they sell far more 
useful. Those data, fortunately, are easily avail- 
able—in the governmental publication, City and 
County Data Book, for instance, or in Sales 
Management magazine’s annual “Survey of Buy- 
ing Power” issues. 

The current issue of the Sales Management 
survey includes more helpful guidance on the 
“how to” and “why” of “targeting sales effort.” 

RICHARD D. CRISP 
Richard D. Crisp & Associates 


ELEMENTS OF MARKETING (Sixth Edi- 
tion), by Paul D. Converse, Harvey W. 
Huegy, and Robert V. Mitchell. (Engle- 
wood Cliffs, New Jersey: Prentice-Hall, 
Inc., 1958. Pp. 883. $7.95.) 

A text may be judged broadly in relation to 
its field (as seen by the reviewer) or more nar- 


rowly by the standards as announced (usually 
in the preface) by its own authors. The latter 
standard of judgment is used primarily in this 
review, in the belief that this newest revision of 
a good and popular text will satisfy most long- 
time users but, perhaps, win few new ones. It 
returns its comprehensiveness: “Exhaustive but 
not exhausting!” says the jacket blurb. It pro- 
ceeds from no new viewpoint (the definition: 
“marketing includes the activities involved in 
the creation of place, time, and possession utili- 
ties,” is the same as in the first edition). It is 
statistically updated. It is reorganized: “ten 
chapters have been eliminated and six new ones 
added.” But—“Lest some longtime users fear 
this process led to the loss of important content 
we hasten to add that the important topics in 
chapters dropped have been moved into the new 
chapters or condensed and added to former 
chapters.” 

1. “We have enlarged the management sec- 
tion materially and included in this section all 
the discussion of marketing management, poli- 
cies, and problems, that under the previous 
organization was dispersed throughout the 
book.” The improvement is obvious; unfortu- 
nately, the reshuffling of order rather than a 
truly new orientation of thought has vitiated the 
change. 

The new section includes chapters on Market- 
ing Research; Products, Brand, Packaging Poli- 
cies; Channel Policies; Merchandising Policies; 
Price Policies; Selling and Advertising Policies; 
and Control of Selling Activities and Costs. 
Yet the subject of Marketing Managers is left 
to another chapter and treated very briefly. The 
important chapter on merchandising policies is 
restricted to retailing and primarily to fashion 
goods retailers. The chapter on Price Policies 
is one of three pricing chapters. 

Good treatments are given most topic areas. It 
is suggested that teachers consider assigning the 
concluding chapter (No. 31) before this section, 
as the many good viewpoints there expressed 
should help the student in approaching market- 
ing management problems and policies. 

2. “At this stage of marketing thought and 
literature we are necessarily indebted to many 
marketing students and writers. Specific ac- 
knowledgment of sources has been made 
through footnote citation; the selected bibliog- 
raphy constitutes more general acknowledg- 
ment of literature consulted. 

In fact, the footnotes are extremely few and 
primarily acknowledge the use of quantitative 
data. The paucity both of footnotes acknowl- 
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edging ideas and of illustrative material in the 
text is a serious weakness. It forestalls follow-ups 
of ideas and often reduces the text to a mono- 
tone. For example, the chapter on Product, 
Brand, and Packaging Policies cites only two 
individual authors and the one on Channel Poli- 
cies only one. The index also is bare: for ex- 
ample, no mention of John A. Howard, al- 
though his book is referenced on page 753; one 
footnote for Wroe Alderson for the concluding 
sentence to the chapter on channel policies, but 
no listing in the Index; no mention of E. D. 
McGarry in the index or any quotations, but a 
reference listinz on page 728; and for D. M. 
Phelps two index listiigs—one that should have 
been attributed to C. W. Phelps and the other 
a note that Phelps (D. M.) quoted the same part 
of Standard Oil Company v. Federal Trade 
Commission as the authors. If students are 
to learn source materials, prominent marketing 
authors, the newest thoughts, or how to do fur- 
ther reading or research, they will depend far 
more on the teacher than on this text. 

g. “... A continuing effort to reduce its 
length.” This prefatory statement is clarified 
further by the comment on page 117, that: “The 
subject-matter of marketing is pretty much the 
same regardless of the method of organization. 
. . » This volume uses a combination of meth- 
ods,” and the comment on page 719: “In this 
{emphasis in marketing literature on specific 
activities, specific techniques, specific institu- 
tions and specific commodities] the details be- 
come so numerous and complex that the more 
important whole was overlooked.” 

The textual material certainly is not verbose. 
The “whole” is attended to in the beginning 
and end—and, perhaps inadequately, in the 
marketing policy section. Nevertheless, one can 
wonder at the continuing full treatment of all 
three approaches: 80 pages on functions, 136 
pages on institutions and—especially—155 pages 
on the commodity approach. Being all things 
to all men is neither good business nor peda- 
gogy. Particularly disturbing at this late date is 
devoting 10 pages to hedging and speculation 
but only one paragraph to branch stores, two 
paragraphs to rack jobbers, and one page to 
shopping centers. 

In general, the text has many features and 
virtues. It is written clearly. It includes three 
appendixes (on Total Cost of Marketing, Re- 
tail Trade Movements and Statistical Data) plus 
91 pages of problem material which will support 
the text and the teacher. That it will continue 
to be a popular book (275,000 copies of previous 


editions have been sold) seems certain. And that 
in clarity and comprehensiveness it deserves to 
be among the forefront of standard texts on 
marketing principles is also certain. 
DONALD F. BLANKERTZ 
University of Pennsylvania 

RUBBER DEVELOPMENTS LATIN 

AMERICA, by D. M. Phelps. (Ann Arbor: 

Bureau of Business Research, University of 

Michigan, 1957. Pp. vi, 174. $5.00.) 

This study was first undertaken in 1952 as an 
assignment from the Department of Social and 
Economic Affairs of the Organization of Ameri- 
can States. The plan called for a preliminary 
report, based only on a brief period of library 
research in the United States, and a subsequent 
report for publication, which was to be prepared 
following a field investigation. 

The preliminary report was submitted 
promptly, and the Organization of American 
States felt that it was adequate and wished to 
publish it. Professor Phelps maintained, how- 
ever, that there had been insufficient time to 
deal with the subject comprehensively, and that 
the field work which had originally been con- 
templated was essential. The upshot of this 
situation was that the rights to the study were 
turned over to Professor Phelps, who carried it 
through as an individual research project fi- 
nanced in part by the University of Michigan. 

In the absence of the preliminary report it is, 
of course, impossible to have an opinion as to 
how fully it would have met the requirements 
for a published study of the status and outlook 
for natural rubber production in the Western 
hemisphere. Certainly the present text, however, 
with its full documentation and wealth of his- 
torical, expository and analytical material, is a 
major contribution to the world’s store of litera- 
ture in the field of rubber, and one that could 
scarcely have been written without the trip to 
Brazil made by the author in the summer of 
1954- 

The principal question which this study seeks 
to answer is whether the production of natural 
rubber in the Latin American countries is sus- 
ceptible of expansion in the light of world 
supply-demand conditions, supply-demand con- 
ditions in the Latin American countries them- 
selves, and the relationship between natural 
rubber production costs in Latin America and 
elsewhere. 

Although rubber trees were first found in 
Brazil, from which they were taken to other 
areas, the Latin American countries have never 
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produced a large amount of rubber. More than 
half of what is produced in Latin America comes 
from Brazil, and most of that country’s small 
average annual output of about 25,000 tons is 
wild rubber. Bolivia, Peru and Ecuador come 
next in rubber production, but their combined 
total is only about one fifth of the Brazilian 
figure. Most South American countries have 
climates not adapted to the growing of rubber. 
So small is the total Latin American rubber 
output that today these countries as a group are 
able to supply only about one-fourth of the 
rubber consumed in their own small but grow- 
ing rubber manufacturing industry. 

The world situation, as Professor Phelps 
points out, is one of an ample over-all supply 
of rubber at least through 1960, and if vari- 
ous synthetic rubber-producing facilities now 
planned should be built, total productive ca- 
pacity could be considerably in excess of world 
demand. 

Any future need for expansion of natural 
rubber production in Latin America would, 
therefore, be limited to meeting the increasing 
requirements of these countries themselves, and 
there would in any case be no need to grow 
more rubber there unless its cost of production 
compared favorably with the production costs 
of other rubber producing areas. 

The fact that demand for rubber products in 
Latin America will continue to grow is clearly 
indicated by the rapid rates of economic growth 
shown by the Latin American countries in re- 
cent years. Even though only three Latin Ameri- 
can countries can today individually absorb the 
output of an optimum-sized tire plant, there can 
be no doubt of the future growth of rubber use 
in all these countries. 

Dr. Phelps points out that the political condi- 
tions in the countries suitable for growing rubber 
are relatively stable. However, he emphasizes the 
fact that there are many financial uncertainties 
which may prevent self-sufficiency in natural 
rubber. Rubber companies believe that the 
breeding program has reached the point of as- 
suring a disease-resistant natural rubber tree 
but there is still some uncertainty as to how 
much rubber it will yield. No question could 
be more important, because yield has a direct 
effect on cost. There is presently much doubt as 
to whether rubber can be grown successfully 
and at reasonable costs in the Latin American 
countries. 

Professor Phelps discusses the relative usage 
areas of natural and synthetic rubber, and points 
out that although the various factors favor the 


world’s increasing dependence on synthetic rub- 
ber, the matter is not entirely one of price. He 
deals, also, with the question of Latin-American 
military security, and sees an expansion of 
rubber-producing facilities in Latin America as 
a logical means to that end. 

The reader who wants a thoroughly satisfac- 
tory and complete treatment of the Latin Amer- 
ican rubber situation, with strong emphasis on 
the outlook for expansion in rubbe1-growing 
there, will find it in Professor Phelps’ well-ar- 
ranged and interesting book. It goes without 
saying that his study is of prime importance to 
everyone who has an interest mm the production 
of natural or synthetic rubber, or in the econom- 
ics of its use in the manufacture of rubber 
products. 


T. G. MacGOWAN 
The Firestone Tire & Rubber Co. 


MOTIVATION RESEARCH, by Harry Henry. 
(New York: Frederick Ungar Publishing 
Co., 1958. Pp. 240. $5.00.) 


There has already been so much written 
about motivation research that another book on 
the subject may seem superfluous to those con- 
cerned with this field. Mr. Henry's book does 
not, in fact, provide a great deal of information 
on this subject that is not discoverable else- 
where. However, his text has the virtue of re- 
porting the results and conclusions of cases with 
which he is personally familiar, a circumstance 
that is not the case with many other writers on 
the subject. 

It is not surprising that Mr. Henry is a firm 
advocate of motivation research, since the ad- 
vertising agency for which he is a director of 
research (McCann-Erickson) has long used 
M.R. techniques; and one of his American 
colleagues, Dr. Herta Herzog, is among the most 
experienced M.R. practitioners in the U.S. Mr. 
Henry frankly postulates M.R. as “a tool of 
management, designed to help the manufacturer 
or advertiser sell more goods,” and he further 
postulates that “unless the findings of the par- 
ticular Motivation Research project can be 
translated into immediate executive action, or 
used as a basis for policy decisions, it cannot be 
regarded as having justified either itself or the 
quite considerable cost which it has almost cer- 
tainly involved.” 

One virtue of Henry's book is that it does 
present in specific detail a great many case his- 
tories of the application of M.R. to specific 
marketing and advertising problems. Unfortu- 
nately, Mr. Henry does not report—possibly be- 
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cause the information does not exist—what con- 
crete results were produced in the cases 
reported. For the most part, the examples are 
used to point up the pitfalls and the complica- 
tions of M.R. The definition of M.R. most 
acceptable to Mr. Henry is that it is the study 
of the relationship between the personality of 
the consumer and the personality of the prod- 
uct, and he impressively points out that M.R. is 
not a glib matter of psychological interpreta- 
tion of consumer behavior, on the one hand, or 
of statistical analysis on the other. The method 
he champions is that used by McCann-Erickson, 
a four-step process which is described in detail 
in one chapter. 

The particular reader may find a considerable 
number of points and statements in this book 
which seem either inconsistent or highly ques- 
tionable. For example, Mr. Henry says that 
M.R. need not plumb “the depths of the hu- 
man soul” for explanations of consumer be- 
havior, yet in other places he seems to recom- 
mend a thorough exploration of unconsctous 
motives in the consumer. Such statements as 
“people like to choose brands in the same way 
as they choose their friends” and that they “feel 
that in some way their own prestige is wrapped 
up with the prestige of the brand” may be 
seriously questioned. Another sweeping state- 
ment of Mr. Henry's: “If smoking is an expres- 
sion of personality (as indeed, it is), then equally 
obviously a study of the differences between the 
various user groups will produce findings of the 
utmost significance.” Smoking, of course, is not 
by any means necessarily an expression of per- 
sonality, and here, as elsewhere, Mr. Henry fails 
to specify what he means by “findings of the 
utmost significance.” 

There are also apparent contradictions in his 
text. He cites the findings of Mason Haire 
about Nescafé and housewives as a classic case 
of M.R., and then later says that “it is totally 
unwarranted to assume, as Mason Haire ap- 
parently did, that [their] given views on lazi- 
ness determined whether or not people would 
buy.” In Henry's opinion, Haire should have 
subjected his findings to intensive cross-analysis. 
Henry also assumes that “all the factors which 
might have any bearing on the situation” are 
actually available for detailed analysis, a point 
whose fallaciousness is self-evident. 

Finally, it cannot be said that Mr. Henry 
refutes, though he tries to do so, the criticisms 
of M.R. on moral grounds. He answers such 
criticisms of M.R. advanced by Vance Packard 
in his best-seller, The Hidden Persuaders, with 


specious arguments: “It is argued, for example, 
that people are no happier with two cars than 
they were with one; why try to persuade them 
to buy a second? This may well be true, if only 
we knew what we meant by ‘happier’; one 
might equally say that people are no happier 
with electricity than they were with oil lamps, 
no happier with bathrooms than they were with 
a zinc tub in the kitchen, and in the ultimate 
resort—no happier with bronze axes than with 
flint ones.”” Mr. Henry holds that M.R. “plays 
its part in increasing the level of satisfaction. 
Whether this is done by altering the product 
or by altering the consumer's attitude toward 
the product is largely immaterial... . If a 
motorist gets more satisfaction out of buying 
one brand of petroleum rather than another, 
this provides adequate justification for brand- 
ing, and the fact that the two brands may be 
virtually identical for all practical purposes is 
as much beside the point as the argument that, 
since most women are fundamentally the same, 
for all practical purposes men should not be 
allowed to choose their own wives.” 

To argumentation of this sort it is difficult 
to make a polite rejoinder. And on the basis 
of Mr. Henry's text, it is scarcely possible to 
conclude, as he does, that M.R. has developed 
in the last eight years from “one-man band 
methods” to that “detailed, reliable and scien- 
tific approach to business problems which con- 
stitutes motivation research today.” 

PERRIN STRYKER 
Fortune 


ADVERTISING THEORY AND PRACTICE 
(5th Edition), by C. H. Sandage and Ver- 
non Fryburger. (Homewood, Illinois: Rich- 
ard D. Irwin, Inc., 1958. Pp. 676. $7.00.) 


Despite the appearance for the first time of 
a co-author, this book is presented by the pub- 
lisher as the fifth edition of Professor Sandage’s 
well-known and widely-used text. As in previous 
editions, the role of research and testing and 
the socio-economic aspects of advertising are 
given heavy emphasis while copy, layout, and 
production are treated relatively more briefly 
than in most elementary texts. The new revi- 
sion is thorough, and a large part of the book 
has been completely rewritten; but the philo- 
sophical approach and, in general, the organi- 
zation of the material is unchanged from pre- 
vious editions. 

The section on media has been somewhat 
enlarged and greatly improved. The chapter 
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on media selection, in particular, has gained in 
clarity of exposition, and the importance of 
media selection to the whole advertising prob- 
lem is underscored. The television-radio chap- 
ter has been reorganized and brought up to 
date. It is an overly-brief, but remarkably clear 
and straightforward summary of the essentials 
of the broadcast media. 

New material is included on motivation, and 
a portion of the discussion of consumer motiva- 
tion has been introduced much earlier in the 
book than formerly. The “list-of-motives” con- 
cept is still included without indication of the 
limitations of this over-simplified and somewhat 
outdated approach. But, in general, this difficult 
and debatable topic is well presented. 

A section in each of two chapters is devoted to 
the “brand image.” This reflects the current 
interest in this concept, but the presentation is 
brief and does not make clear either the com- 
plexity of the concept, or the difhiculty of cre- 
ating brand images. 

The chapter on advertising budgets has been 
carefully rewritten, using a simpler terminology 
to give it greater clarity. Some minor, but 
worth-while, additions have been made to the 
discussions of consumer groups, product differ- 
entiation, and newspaper rate differentials. 

The fresh illustrations have been wisely se- 
lected, but their effectiveness tends to be 
marred by poor quality of reproduction. 

The defects of the book are few and minor, 
and its excellences are many. For over twenty 
years Advertising Theory and Practice has been 
accepted as one of the best elementary texts in 
the field. The fifth edition continues the high 
standard set by those preceding it. 


KARL H. KRAUSKOPF 
Ohio University 


THE RESPONSIBILITIES OF AMERICAN 
ADVERTISING, by Otis Pease. (New Ha- 
ven: Yale University Press, 1958. Pp. xv, 
232. $5.00.) 


This is an intriguing book. Its title is too 
broad, but it does raise some basic issues con- 
cerning the role of advertising in society. It 
should stimulate thought as to what responsi- 
bilities society might properly expect the insti- 
tution of advertising to assume. 

Dr. Pease did not develop fully the title of 
his book. Instead, he has presented for the 
reader an interpretative history of a limited 
segment of national advertising for the two dec- 
ades between the two world wars (1920-1940). 


His primary objective was to analyze “the extent 
to which concepts of public responsibility ex- 
isted in the national advertising industry dur- 
ing a critical period of its recent history, and 
interpret the attitudes of important segments 
of the industry toward the consumer and _to- 
ward the general problems which arose from 
the relationship between advertiser and con- 
sumer in a democratic, economically abundant 
society.” (p. ix) 

Perhaps the primary thesis of the book is that 
advertisers, during the period covered, consid- 
ered their major social responsibility to be en- 
gineers of consumption dedicated to lift the 
level of consumer buying to match the ability 
of the total economy to produce. This concept 
was particularly apparent during the depression 
years when advertisers considered it their re- 
sponsibility “to rescue the entire economy by 
stirring up among flagging consumers a will to 
consume.” (p. 22) 

A sub-thesis of the book, although it is not 
too clearly stated, is that the doctrine of mate- 
rial progress espoused by advertisers led them 
to engage in practices of persuasion that were 
often not conducive to basic consumer welfare. 
The major portion of the book is devoted to a 
development of this sub-thesis. 

The organization of the book is loose but 
meaningful in the frame of reference adopted by 
the author. The first chapter provides a brief 
review of the growth of national advertising - 
preceding the period selected for intensive con- 
sideration. Chapter two presents the basic thesis 
of consumption engineering. Chapter three re- 
views the history of attempts to regulate un- 
ethical advertising practices, both through legis- 
lation and industry self-regulation. 

Chapters four and five deal with the chal- 
lenges and criticisms of, and public pressures on 
advertising practices. Chapter six reviews the 
character of defenses the advertising industry 
used to meet criticisms and pressures, and the 
manner in which it reaffirmed the basic tenets 
of the industry. Chapter seven is .titled “The 
Weapons of Persuasion” and treats the influence 
that psychologists brought to bear on advertising 
practice during the period studied. Chapter 
eight is devoted to a synthesis of conclusions 
reached by the author. 

The reaction of this reviewer to the book is 
mixed. It is, in my judgment, a significant con- 
tribution to the literature of advertising. Its 
contribution, however, results more from the 
fact that it recognizes advertising as an institu- 
tion with broad social and economic power and 
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responsibility than from its presentation of fac- 
tual data. Many leaders in the advertising field 
who read this book may be annoyed by the un- 
dertone of criticism of advertising practice. 
They can rightfully take exception to the im- 
pression left that advertisers, in the two decades 
covered, were influenced little or not at all by 
the demands and desires of consumers. They 
can question the lack of balance in the author's 
selection of literature to cite in his attempt to 
synthesize the significant advertising aspects of 
the period. They can also find fault with some 
of the contradictions apparent in parts of the 
book. 

If, however, advertising leaders who read the 
book will look beyond the shortcomings of re- 
porting and synthesizing and focus on the 
broader issues raised, much good can come from 
the stimulation of thought thus engendered. It 
could provide the impetus for basic leadership 
within the advertising industry to move for- 
ward in the assumption of social responsibilities 
commensurate with the power inherent in the 
institution of advertising. 

It is a significant development to have histo- 
rians become interested in studying the institu- 
tion of advertising. Dr. Pease has given advertis- 
ing a high priority rating for study. He has said 
“it is... important that historians of goth- 
century America recognize advertising as a ma- 
jor social force and that they scrutinize and as- 
sess the growth of its influence with the same 
care they give to that of the school or the 
church or to the major intellectual currents of 
our recent past.” (p. viii) His own study is a 
good beginning. Let us hope there will be many 
to follow. 


Cc. H. SANDAGE 
University of Illinois 


THE MASS COMMUNICATORS, PUBLIC 
RELATIONS, PUBLIC OPINION AND 
MASS MEDIA, by Charles S. Steinberg. 
(New York: Harper & Brothers, 1958. Pp. 
x, 470. $4.50.) 

This book has for its announced purpose the 
relating of “the practice of public relations to 
the phenomenon of opinion formation by 
means of the mass media.” The author very sen- 
sibly points out that those who would study the 
theory of public relations, whether or not they 
intend to practice in this field, must know some- 
thing “of the principles of semantics, of the 
history of the function of mass media and of the 


nature of public opinion, propaganda and eth- 
ics.” 


The book discusses the relation of mass com- 
munication to public relations and the forma- 
tion and measuring of public opinion against 
the background of today’s era of mass communi- 
cation. Each of the more important mass media 
is discussed in turn, as are the organization 
tools, the practical steps in public relations, and 
the place of publicity in a public relations pro- 
gram. Special publics and special fields requir- 
ing the attention of public relations people are 
discussed in detail and considerable attention is 
paid to problems of propaganda and ethics. 

A sizable proportion of the book, at the back, 
is given over to a discussion of important public 
relations campaigns in the fields of publishing, 
radio, utilities, insurance, education, philan- 
thropy, fine arts, welfare, human relations and 
better business. It is unfortunate that with these 
case histories, in some cases rather dispropor- 
tionately detailed, the author did not include 
examples drawn from several of the large indus- 
trial enterprises. Such examples, carefully se- 
lected, could have furnished interesting and 
constructive evidence, further to show how the 
theory and philosophy of enlightened public re- 
lations thinking has been turned to practical use 
in today’s highly competitive economy. 

WILLIAM G. WERNER 
The Procter & Gamble Company 


THE FARMER CONQUERING HIS MAR- 
KETS: AMERICAN EXPERIENCES 
(L’Agriculteur 4 la conquete de son marché: 
Expériences Américaines), by Henri de 
Farcy. (Paris: Editions Spes and Action 
Populaire, 1958. Pp. 490. 2,250 Francs.) 


Here is a brilliant depth-reportage on the 
present state of agricultural marketing in Amer- 
ica. It is written by a most unusual Frenchman: 
Father Henri de Farcy is a Jesuit priest; Profes- 
sor of Agricultural Economics at the Catholic 
University of Paris and at the Agricultural Col- 
lege of Angers; Fulbright scholar. In 1955-56 
he studied at Cornell, University of California, 
Harvard; traveled widely, talked to hundreds of 
people; observed; took notes; and with his ir- 
resistible charm made loads of friends for 
France. 

Father de Farcy is an integrator. He wants to 
see what makes American agribusiness tick. His 
sight-seeings take us along the intricate eco- 
nomic and physical path followed by food and 
fibre; the road begins as a gleam in the farmer's 
eye (his decision to produce a specific com- 
modity), and virtually ends in the consumer's 
stomach. 


t 
tai 
| 
& 
4 


348 


THE JOURNAL OF MARKETING 


January 1959 


The red threat in Father de Farcy’s sermon is 
well expressed in the book’s subtitle: “To pro- 
duce . . . but also to sell.” This is the message 
that de Farcy carries from the market-minded 
American farmer-businessman to the produc- 
tion-minded French peasant. A catchy American 
counterpart of the concept would sound some- 
thing like Plow-Plant-Pick-Peddle versus Pon- 
der-Produce-Prepare-Promote. 

Current agricultural marketing in the U.S.A. 
is presented as an exciting story of basic agrar- 
ian philosophy, politics, economic theory, soci- 
ology, consumer psychology, and imagination 
without end. The book leads off with a short 
summary of the goals and aspirations of Ameri- 
can farmers, plus a quantitative evaluation of 
the importance of agriculture within the over-all 
economy. The rest of the narrative is divided 
into two sections: (1) Private Merchandising, 
and (2) Public (federal as well as state) Inter- 
vention. Merchandising is broadly conceived. It 
includes an institutional description of channels 
of distribution with a discussion of the “super- 
market revolution,” pricing, marketing research, 
market news services, quality control, standard- 
ization, advertising, sales promotion, public re- 
lations, consumer education. The part on public 
controls includes a history of our enabling farm 
statutes, an analysis of the operation of market- 
ing orders and agreements, methods of surplus 
food disposal at home as well as abroad, extent 
and impact of school lunch and school milk pro- 
grams. 

The Rochester (N. Y.) milk market is a good 
example of what I mean by a depth reportage 
on the pilgrimage of a product from farm to 
stomach. de Farcy tells us why the central plain 
of Upstate New York is well suited for dairying, 
and what alternative farm enterprises are fea- 
sible. We then get a thorough history of the de- 
velopment of the Rochester fluid milk market: 
the era of producer-peddlers, dealer domination, 
birth of the Dairymen’s League, economic the- 
ory on which classified pricing is based (includes 
quantitative illustrations of differences in price- 
demand elasticities for fluid milk and cream 
versus dairy products), beginnings of public 
price control in the early thirties (with explana- 
tion of the importance of the Misner-Cunning- 
ham formula for estimating cost of producing 
milk—one of the major criteria for determina- 
tion of what is a “fair” price farmers ought to 
be paid), Professor Leland Spencer's pioneering 
work in the field of milk marketing orders. The 
objectives and current provisions of Order #129 
are then outlined. The unique “closed shop” 


clause (that ties to an individual farm the priv- 
ilege of entry into this lucrative fluid milk mar- 
ket) is related to the local milk surplus, prices 
on farm real estate (capitalization of the permit) 
and the public interest. 

A great many merchandising techniques come 
in for much enlightening comment: advertising 
by private milk dealers; cost, content, and media 
description of the pilot promotion test that the 
American Dairy Association ran in Rochester, 
and eventually adopted for national use; edu- 
cational activities of the local Dairy Council; 
operation of the federal Special School Milk 
Program; role of milk drivers union; the glass 
versus paper and home versus store delivery pic- 
ture. . . . The mature scholar and spiritual ad- 
viser comes forth when Father de Farcy asks 
whether or not the Rochester ado was worth 
the effort. He presents a local time series show- 
ing changes in per capita consumption of milk, 
prices paid to farmers and prices paid by con- 
sumers at retail. He emphasizes the difficulty— 
caused by everything-else-not-being equal—of 
measuring the public benefit impact of market- 
wide price control and merchandising efforts. 
Conclusion: scientific analysis of results can go 
just so far; beyond that “faith” will have to 
carry the burden of proof. 

The book reads well. In fact, it’s fun. Father 
de Farcy is a stylist supreme. He has a wonder- 
ful sense of humor that comes forth in all kinds 
of human interest anecdotes attached to his case 
studies. He admires imagination and resource- 
fulness wherever he sees it; and he saw plenty. 
Recommendations to the French farmer are rel- 
atively few. Father de Farcy cautions that con- 
siderable variations on the American themes 
will be required in the process of adaptation to 
French conditions. His task is primarily to pre- 
sent the pros and cons of some of the nuggets 
that he encountered in the USA. It will be up 
to the French reader to take action; de Farcy 
will gladly provide some levelheaded counsel. 

The major shortcoming of the book is a re- 
sult of haste. Father de Farcy spent only one 
year in this country. He rushed from one place 
to another, and collected mountains of “stuff.” 
Not even several months of post-American re- 
treat in the French Alps prevented slight mental 
indigestion. The choice of cases and arrange- 
ment of topics would have benefited from a lit- 
tle more sifting, rearrangement, and aging. 

All in all, here is a challenging outside look 
at our food marketing affairs. The book con- 
tributes so much fresh insight that it ought to 
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be updated, translated and made available to 
the American public. This is the best compli- 
ment any book reviewer can pay. 


FRANK MEISSNER 
Crown Zellerbach Corporation 


STABILITY AND PROGRESS IN THE 
WORLD ECONOMY, by D. C. Hague (ed- 
ited). (New York: St. Martin’s Press, Inc., 
1958. Pp. xv, 267. $5.00.) 


The first open congress of the International 
Economic Association, held in Rome, Italy, in 
September 1956, was devoted to the twin prob- 
lem of stability and progress in the world econ- 
omy. The leading papers were given by five un- 
disputed giants in the economic profession. Sir 
Dennis Robertson, who is perhaps best recog- 
nized as the representative of the Cambridge 
School, dealt with the problem of the developed 
countries. Professor Jacob Viner, whose exhaus- 
tive studies in international trade have provided 
him new insight into the problem of the less- 
developed countries, dealt with this part of the 
world. Professor Francois Perroux was able to 
draw from his vast experience in the studies of 
the Institut de Science Economique Appliquée 
in analyzing the real factors in the quest for 
stability; while the monetary aspects of insta- 
bility were eloquently presented by Professor 
Gottfried Haberler, whose writings have long 
been the staple food of all students of economic 
theory. Professor Erik Lundberg, now well- 
known outside of Sweden for having paralleled, 
and in some important points anticipated, Key- 
nesian economics, examined the relation of the 
national economy to international stability. 

The discussions were opened on an equally 
high plane by no less distinguished authorities 
than Professors Hicks, Lewis, Nurkse, Lindahl, 
Vakil, Schneider, Dupriez, Byé, Keirstead and 
Papi. Although the open discussions were nec- 
essarily uneven, they represented a fairly wide 
cross section of views and were skilfully and 
faithfully reported by Professor Hague. Among 
the participants of the discussions were a num- 
ber of economists from the centrally-planned 
economies despite the fact that the question of 
stability and progress under a planned setting 
was hardly touched upon. On the other hand, 
although the problem of the less-developed 
countries constituted an important part of the 
theme, few economists from these areas took 
part in the deliberations. 

The Congress was united in the common pur- 
pose of progress with stability. It was not, how- 


ever, taken for granted that progress would be 
forthcoming automatically, and the task of 
achieving both goals was merely to reduce the 
amplitude of fluctuations. In considering ob- 
stacles to progress, Sir Dennis called especial 
attention to the savings-investment process in 
the developed countries and was apprehensive 
of the possible inadequacy of the flow as well as 
the influence on its character by the propensity 
of governments to divert the savings to finance 
their own programs and the inertia and inordi- 
nate ambitions of managers in channeling com- 
pany savings. 

Professor Viner, in dealing with the same ob- 
stacles in the less-developed countries, denied 
that these countries were necessarily suffering 
from a low propensity to save and stressed the 
low level of income and the wasteful invest- 
ments in “magnificent boulevards and public 
buildings . . . , in uneconomical steel mills, in 
football stadia, which the richest countries can- 
not equal.” These ills could not, however, be 
attributed to the “demonstration effect” which 
might in fact be a positive contribution to prog- 
ress. He was also critical of many modern the- 
ories of economic development and promptly 
drew restatement and clarification of these the- 
ories from their defenders who are often also 
their originators. 

As to the possibility of saving through the de- 
vice of inflation most speakers were agreed that 
such saving depended on finding enough people 
with inflexible money income or thrifty habits, 
an experience of incessant inflation would mean 
that fewer and fewer people could be expected 
to perform such function. Many speakers also 
recognized, however, that strict adherence to an 
anti-inflationary policy might not be consistent 
with progress as under conditions of a cost in- 
flation. The need for positive policy in promot- 
ing “balanced development” was especially em- 
phasized by Professor Perroux. 

While different speakers differed on the de- 
gree to which instability was a necessary con- 
comitant of progress, everyone agreed that a 
reasonable degree of stability was achievable 
under conditions of progress. Professor Haber- 
ler gave particular prominence to the monetary 
factors in instability and felt that much of the 
excesses could be avoided with prudent mon- 
etary management. In speaking of monetary 
factors he was frequently also referring to fiscal 
and financial aspects. The necessity of integrat- 
ing policies in such related fields was appreci- 
ated by most speakers. 

On the relation between external stability 
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and internal progress, Professor Lundberg dis- 
tinguished types of economies which admitted 
various patterns of reaction. For the post-war 
period he put the burden of external imbalance 
largely on excess demand at home as did Pro- 
fessor Haberler. On the other hand, Sir Dennis 
would attach greater importance to structural 
factors in differential rates of productivity and 
inflexibility, while followers of Professor Per- 
roux drew attention to the imported instability 
of the “dominated economies.” These problems 
were obviously linked with the international al- 
location of resources. The classical doctrine of 
comparative advantages was restated, particu- 
larly by Professor Viner, in dynamic terms by 
allowing possible divergence between private 
costs and social costs, external economies and 
diseconomies and monopolistic distortions. 

The specialist would probably find that most 
arguments were not new, while the general in- 
telligent reader might find a number of asser- 
tions too compact to be easily digested. No one 
seriously interested in the important issue under 
discussion can, however, afford to ignore the 
mature and considered opinions of so many 
eminent scholars conveniently gathered in a 
single volume. 

N. T. WANG 

United Nations Secretariat 


A CRITIQUE OF THE UNITED STATES 
INCOME AND WEALTH ACCOUNTS: 
STUDIES IN INCOME AND WEALTH, 
by the Conference on Research in Income 
and Wealth, National Bureau of Economic 
Research. (Princeton: Princeton University 
Press, 1958. Pp. x, 589. $11.50.) 


This is the twenty-second volume in the series 
of Studies on Income and Wealth, published by 
the National Bureau of Economic Research. Un- 
like other volumes in the series, the present 
volume is not concerned with the details of the 
various aspects of income but is devoted to an 
appraisal of the statistics on income and wealth 
prepared by the United States Department of 
Commerce which appear in the “Survey of Cur- 
rent Business.” 

The wide acceptance and use of these statis- 
tics is readily apparent. It is this fact which 
makes this book so important, for it is the first 
time since 1947 (when the statistics first ap- 
peared in their present form) that the concepts, 
methodology, and data underlying these sta- 
tistics have been subjected to so thorough a re- 
view. 

This book is divided into nine sections—each 


dealing with a different aspect of the problem. 
It is beyond the scope of this review to go into 
detail with each paper. The writer regrets that 
each contributor and his paper capnot be sin- 
gled out for mention. 

Part I is a highly readable but technical dis- 
cussion of the conceptual bases of national in- 
come accounting. Parts II and III are concerned 
with a discussion of the income and expenditure 
sides of the accounts. Coverage of the practical 
as well as the theoretical was assured by assign- 
ing the same topics to business users and econ- 
omists. Parts IV through IX contain papers 
originally prepared as comments on the issues 
raised in Parts I, Il and III. 

Of particular interest to marketing people is 
the paper by Paul Kircher, “A Survey of Busi- 
ness Uses of the Data.” For example, he reports 
that trade associations and business firms at- 
tempt to measure the progress of their industry 
or firm by comparing its performance with that 
of the economy as a whole or with the achieve- 
ments of a particular industry segment, or with 
the potentials of a particular region. Marketing 
and advertising people are particularly inter- 
ested in regional income data and consumption 
expenditures. They» use such data to discover 
and define a market for a product, to determine 
the size of advertising appropriations, and to 
choose media for advertising. 

This book is a must for serious students of 
national income statistics. Marketing practition- 
ers and users of the data would also benefit from 
careful study of this book. It is only by a full 
understanding of national income statistics and 
their limitations that maximum use can be made 
of these data. The National Bureau should be 
commended for having undertaken the task of 
appraising and evaluating these important data. 

HAROLD P. SCHEINKOPF 
Revlon, Inc. 


TEXTBOOK OF ECONOMIC ANALYSIs, by 
Edward Nevin. (New York: St. Martin’s 
Press, Inc., 1958. Pp. xiv, 422. $4.50.) 


Dr. Nevin has prepared a well-written text 
on economics that has much to commend it, es- 
pecially if one prefers a book emphasizing prin- 
ciples rather than problems. This book was 
written primarily to meet the needs of British 
students and, as such, is eminently successful. 

The organization of the book follows tradi- 
tional lines. Discussion is kept to a minimum to 
allow teachers to “clothe the theoretical bones” 
as needed by the students. The supplementary 
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reading selections at the end of each chapter 
are extremely well chosen and should be of 
great help to the serious student. 

Nevin’s rigorous treatment of Demand The- 
ory is particularly good and would well repay 
anyone for the time spent in mastering the 
topic. Of special interest to marketing people 
is the chapter on Indifference Curve Analysis. 
This analytical tool rests on the fact that it is 
possible to observe from experience the prefer- 
ences of people for individual products. Unlike 
much economic theory, indifference curve anal- 
ysis can be based upon objective evidence from 
the market place. 

Examples used throughout the book are 
mainly relevant to the British economic scene. 
British terminology and statistics might make 
it somewhat difficult for American students to 
follow. The section on money and banking, for 
example, centers around the British banking 
system and, while interesting, is not of prime 
importance to American students. 

To sum up: anyone, British or American, 
economist or marketeer, would profit from a 
reading of this book. It is a no-nonsense text 
designed to provide the reader (British) with 
the necessary tools of economic analysis. It does 
just that without the coddling too often found 
in basic texts. 

HAROLD P. SCHEINKOPF 
Revlon, Inc. 


PRODUCTION IN ADVERTISING AND 
THE GRAPHIC ARTS, by David Hymes. 
(New York: Henry Holt and Company, 
1958. Pp. vi, 376. $6.50.) 

The published works of the production spe- 
cialists have been for the most part too techni- 
cal and comprehensive. They have been excel- 
lent reference guides for the skilled production 
practitioner, but they are apt to be over the 
heads of beginners and other groups required to 
know something about graphic arts production. 

Mr. Hymes has written the book that solves 
this problem. While being satisfactorily precise 
in his descriptions of production procedures, he 
does not bog the reader down with terminology 
and over-detailing. This is a book that makes 
clear the conceptual and functional values of 
advertising production. It is a natural for the 
student, and all production people can benefit 
from reading it. 

The author has clearly defined and illustrated 
every production tool in advertising. He tells 
us how, when and where these tools should be 


used and describes the inter-relations of the pro- 
cedures themselves. 

The basic principles of advertising art, pho- 
tography and copy scaling are covered in the 
first chapter, the various mediums used in re- 
production—the art terms most often used get 
a thorough treatment here. The description of 
plate making, photoengraving and the related 
mechanical procedures are explained as inter- 
estingly as in a tour through a busy plant. 

A thorough knowledge of typography is par- 
ticularly important to the art director who is 
responsible for “specing” or selecting type 
styles and sizes and to the production man who 
must get the job done. Mr. Hymes, again deal- 
ing in a highly technical idiom, has made this 
section readable and easy to understand. The 
copy fitting charts and the listing of about 850 
type faces are up to date and representative of 
what is used most often. The author has given 
justified room to the classical Bernhard type 
faces. These faces, designed in the 1920's for the 
most part, have been the basis for many other 
type styles and are well worth some study time. 

The chapter on paper is comprehensive and 
interesting. The properties of paper, methods 
of production, coating processes, weights and 
functional requirements are clearly explained. 
The appendix contains printed samples of vari- 
ous papers, which makes it possible to see and 
feel the important papers that are being pro- 
duced by today’s imaginative manufacturers. 

Printing, covered in several chapters, is made 
more interesting by a number of simple dia- 
grams and charts. Mr. Hymes, obviously one 
who has bought a lot of printing (or maybe run 
a press), gives out with some very worthwhile 
advice. He tells how to plan and organize a 
printing run from the beginning when type is 
set, plates made, ink and paper selected—to the 
end where the advantages are seen by having 
used the best size in paper (and presses) and 
where pre-planning of cutting, trimming, fold- 
ing and binding pays off. Commonly used print- 
ing terms and markings are listed as well as 
charts for use in choosing page and sheet sizes— 
along with some more sage advice about avoid- 
ing costly mistakes, including some suggestions 
about cutting corners here and there for maxi- 
mum dollar value. 

The silk-screen method of printing, one of 
the oldest ways of reproduction, is thoroughly 
explained. The author takes -us, step by step, 
through the entire range of different procedures 
used in silk-screening, and his narrative style 
should prove to be interesting and educational. 
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He feels, as do we, that there is a great unex- 
plored potential in silk-screen. Before long, Mr. 
Hymes believes, it will be possible to reproduce 
faithful half-tones at a fraction of the cost of 


color plates used in lithography. We agree . 


wholeheartedly—since our silk-screen depart- 
ment is, at this writing, turning out successful 
half-tone silk-screen work in full color. Using 
simple, easy to understand diagra: 1s, the basic, 
rather complicated procedures of binding and 
die-cutting are nicely described. There is here, 
too, a listing of terms most often employed by 
those who are interested in or connected with 
the binding trade. 

I cannot speak too highly of this book. Hav- 
ing been in the advertising service business for 
many years, we have learned advertising produc- 
tion the hard way. At times in the past, we have 
been handicapped by the lack of production 
knowledge on the part of our art directors, art- 
ists and account executives and occasionally, one 
of our production people might not have had 
the answer to a problem. This lack of knowl- 
edge, when it occurred, made these people less 
valuable to us, the clients and to themselves. It 
is, unquestionably, to the advantage of all to 
have as much basic knowledge of the art of pro- 
duction as possible. Owning and reading this 
book will go a long way toward meeting this ob- 
jective. It will be of considerable worth to those 
interested in an advertising production career, 
valuable to working practitioners and very help- 
ful in establishing a liaison between the graphic 
arts and advertising professions. 

HARRIET EDMUNDS 
The Chartmakers, Inc. 


BRIEFLY NOTED 


OPERATING RESULTS OF DEPARTMENT 
AND SPECIALTY STORES IN 1957, by 
Malcolm P. McNair. (Boston: Harvard Uni- 
versity, 1958. Pp. 91. $6.00.) 

OPERATING RESULTS OF VARIETY 
CHAINS IN 1957, by Anita C. Hersun. (Bos- 
ton: Harvard University, 1958. Pp. 37. $2.00.) 

OPERATING RESULTS OF FOOD CHAINS 
IN 1957, by Wilbur B. England. (Boston: Har- 
vard University, 1958. Pp. 31. $2.00.) 

All three of these annual compilations have 
become standard reference works for marketing 
people. This is the 38th annual survey of the 
department and specialty store trade. It is based 
on 345 department store companies and 8g de- 
partmentalized specialty stores, representing in 
all a net sales volume of approximately $5, bil- 


lion. The study of variety chains is the 27th and 
represents 43 chains operating 6,015 stores and 
doing more than 75% of this type of business. 
This is the third study of chain food store com- 
panies and it covers more than 40%, of the food 
chain business in this country. 

In the department and specialty store study 
the most important change is the allocation of 
indirect expense applicable to leased depart- 
ments (and therefore excluded from the ex- 
pense applicable to owned departments) on the 
basis of relative sales volume rather than on the 
varying bases used by the individual stores. 

The variety store report as usual covers na- 
tional, regional and local types of organizations. 
Attempts are made for the first time this year 
to compare operating expenses between self- 
service and conventional type variety stores. 

Department store dollar sales advanced a lit- 
tle over 1 per cent in 1957 as compared with 
1956—less than the increase in retail sales gen- 
erally. Transactions acutally declined. Variety 
stores, however, registered a 1.7% increase in 
sales volume over the previous year. The 50 
food chains reporting experienced an increase 
in dollar sales of 9%. They also reported an in- 
crease in total expense but at a slower rate than 
1956. 


STATISTICAL ABSTRACT OF THE 
UNITED STATES, 1958 (79th Annual Edi- 
tion). (Washington, D. C.: Bureau of the Cen- 
sus, 1958. Pp. xi, 1040. $3.75.) 

This volume has been published annually 
since 1878 and is a standard summary of statis- 
tics on the social, political, and economic or- 
ganizations of the United States. As the preface 
points out, it is designed to service two func- 
tions: first, to serve as a convenient volume for 
statistical reference; and second, to serve as a 
guide to other statistical material. As in the past, 
the study draws on private as well as govern- 
mental sources of all sorts. 

This year an effort has been made to develop 
a section of tables devoted to recreation. Among 
the new tables which will be of special interest 
to marketing people are those in transportation, 
agriculture, and housing. A total of 62 new ta- 
bles have been introduced in this edition. 


TESTED METHODS OF SUCCESSFUL SELL- 
ING, by Charles B. Roth. (Englewood Cliffs, 
New Jersey: Prentice-Hall, Inc., 1958. Pp. xiv, 
189. $4-95-) 

This is a how-to-do-it book by a well-known 
writer and speaker on selling methods. As the 
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jacket points out, the book is keyed to the thesis 
that “there isn’t a salesman in the country who 
couldn't double his earnings in a year’s time if 
he really wanted to.” 

The book will be of inspirational value to the 
neophyte salesman and could well serve as a 
helpful reference to those more experienced in 
selling methods. It starts with “Methods of 
Finding Enough Prospects,” ends with “Meth- 
ods of Making Sure You Keep Growing.” 


BUSINESS BUDGETING: A SURVEY OF 
MANAGEMENT PLANNING AND CON- 
TROL PRACTICES, by Burnard H. Sord 
and Glenn A. Welsch. (New York: Controller- 
ship Foundation, Inc., 1958. Pp. 367. $12.50.) 
This book is based on a study of the plan- 

ning, controlling and budgeting practices of 424 

companies located in the United States and Can- 

ada. The companies included were selected be- 
cause they were believed to be doing a “better- 
than-average” job of planning, budgeting and 
controlling their operations. Of special interest 
to marketing people will be the material on 
sales forecasting and its relationship to budget- 
ing. A more complete index would have made 
the volume more valuable as a reference work. 


BUSINESS ELECTRONICS REFERENCE 
GUIDE, Volume 4, edited by Peggy Courtney. 
(New York: Controllership Foundation, Inc., 
1958. Pp. 602.) 

This is the fourth (and presumably the last) 
of the Controllership Foundation’s series of rei- 
erence guides to the use of electronics in busi- 
ness. It reflects the tremendous growth in the 
use of electronic equipment by business during 
the past ten years. Of special interest to market- 
ing people in the new edition is an extended 
coverage of the Installations and Applications 
section to include business and economic data 
processing (whether internal or external data) 
by various government agencies. 


EMPLOYERS’ FORECASTS OF MAN- 
POWER REQUIREMENTS: A CASE 
STUDY, by Robert Ferber. (Urbana, Illinois: 
The University of Illinois, 1958. Pp. 88. $1.50.) 
This monograph reports the results of one 

part of a three-year research project designed 

to investigate empirically the influence of ex- 
pectations on economic activity. In this project 
the researchers were concerned with both “an- 
ticipations” of the future course of variables 
outside the direct control of the agent and 

“plans” relating to the future course of action 

of the agent himself. The present study empha- 


sizes the empirical (rather than the theoretical) 
aspects of these problems because so little has 
been done in the way of testing hypotheses. The 
major objective was to secure data on expecta- 
tions of the business community and to examine 
how this information could be used in economic 
analysis and forecasting. 

In general the researchers found that the II- 
linois employers’ labor force anticipations made 
a fairly respectable showing. 


DECISION-MAKING, AN ANNOTATED BIB- 
LIOGRAPHY, by Paul Wasserman. (Ithaca, 
New York: Cornell University, 1958. Pp. 111.) 
This work represents an attempt to arrange 

rationally and to classify the widely-scattered 
literature on decision-making. Since scientific 
study of decision-making is relatively new and 
since its study is gaining considerable accept- 
ance among serious students of business (espe- 
cially the marketing people), this bibliography 
should serve a useful function. 


STATE REGULATION OF COMMERCIAL 
MOTOR CARRIERS IN NORTH CARO- 
LINA, by Clyde C. Carter. (Chapel Hill, 
North Carolina: The University of North 
Carolina Press, 1958. Pp. x, 210. $5.00.) 
This book is devoted to the history and eval- 

uation of two commissions (the Utilities Com- 

mission and the Motor Vehicles Commission) 
entrusted with regulatory authority in North 

Carolina. 


SOURCES OF INFORMATION AND UN.- 
USUAL SERVICES (fifth edition), edited by 


Raphael Alexander. (New York: Informa- 
tional Directory Company, 1958. Pp. 84. 


$2.50.) 

This guide contains approximately 1,000 en- 
tries covering 475 subjects in I. Business, Com- 
merce and Labor; II. Health, Welfare and Edu- 
cation; III. Arts, Recreation, Hobbies, Sports, 
Travel; IV. Science and Technology; and V. Re- 
gional Information. 


CARIBBEAN AREA TOURIST TRADE IN- 
DEX, edited by Carlos N. Quijano. (Coral 
Gables, Florida: University of Miami, 1958. 
Pp. 40.) 

This pamphlet summarizes the tourist busi- 
ness in the Caribbean area during 1957. This 
was a banner year for most countries in the area, 
though Dominican Republic had an 8.5, per cent 
decrease in tourist inflow and the Republic of 
Haiti experienced a decrease of 13.5 per cent. 
Over-all the increase was 13.1 per cent. 


4 


AMERICAN MARKETING ASSOCIATION 
Headquarters of the American Marketing Association 
27 East Monroe Street, Chicago 3, Illinois 


Officers (1958-59) 
President 
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Announcing . . . the SECOND EDITION of 


SALESMANSHIP 


—Principles and Practices of Professional Selling 
ALFRED GROSS, New York University 


Expanded, rewritten, and completely 
up-to-date, this highly popular textbook 
solidly reinforces basic principles with 
numerous practical examples based on 
the wide experience of the author as a 
teacher and sales consultant. 


Stressing a strong market study ap- 
proach, book details the complete sell- 
ing process—from locating the prospect 
to closing the sale. Incorporates latest 
developments in industrial selling and 


diversified selling services. Discusses the 
sales management viewpoint together 
with tested procedures for maintaining 
good will, holding the customer, and im- 
proving sales efficiency. 


Eight complete sales presentations, forty 
case studies, and ample questions and 
suggestions after each chapter provide 
invaluable material for discussion, re- 
view, further study. Instructor's Guide 
available. 99 ills., tables; 600 pp. 


February 15. 


Sales Management 
—3rd EDITION 


HAROLD H. MAYNARD, late of The Ohio State University; and 
JAMES H. DAVIS, The Ohio State University 


This popular textbook cvaluates the prin- 
ciples, procedures, and policies of scientific 
sales administration. The functions of the 
sales executive in planning, organizing, and 
controlling the sales operation are covered 
clearly and in detail. Using examples from 
the best current sales practice, book illus- 
trates basic principles of sales organization; 
training and operation of a successful sales 


force; market research and sales forecasting; 
and distribution costs and budgets. Stresses 
the development of the sales manager as a 
major marketing executive; explains the 
use of break-even analysis in sales planning. 
“An excellent job of combining principles 
with practices.”"—Thomas Luck, American 
College of Life Underwriters. Instructor's 
Manual available. 48 ills., tables; 666 pp. 


Marketing and Distribution Research 
—3rd EDITION 
LYNDON O. BROWN, Dancer-Fitzgerald-Sample, Inc. 


A comprehensive treatment of all the fun- 
damentals of marketing and distribution 
research—its methods, uses, scientific foun- 
dations, and relation to business operations. 
Book fully describes the practices of out- 
standing marketing and distribution re- 
searchers, and brings together the findings 
and experience of the research departments 
of leading American corporations. Broad 
coverage includes all phases of the subject, 


showing how to conduct research and use 
findings to improve operating efficiency and 
reduce distribution costs. Special sections 
explain the techniques of market sampling 
plus proven methods of motivational and 
operations research. “A stimulating book 

. the classic in the field.”—Richard R. 
Still, University of Rochester. 75 ills., 
tables; 561 pp. 
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Behind 
MARKET RESEARCH 
TABULATING 


PRELIMINARY 
PRACTICAL 
PROCEDURE 
ECONOMICAL PROCESSING 


STATISTICAL service on market research 
tabulating begins long before a 
button is pushed. 


You get preliminary assistance in resolving 
our ideas... in translating sound thinking 
into well-planned questionnaires for the most 

practical and economical processing. 


There is always a best ey to handle any 
assignment and STATISTICAL can help you apply 
it through long experience in methods 

and procedures. 


The same careful approach is used in processing 
data to assure highest quality in market information. 
Strict controls are maintained every step of the way 
from editing and coding to finished report. 


And this professional service is available to you 
days, nights, week-ends—any time you need it. 


Write for details today 


Ss TAT I S = I C A L General Offices: 


TABULATING CORPORATION 53 West Jackson Blvd. 


Established 1933 - Michael R. Notaro, President Chicago 4, Illinois 


TABULATING + CALCULATING + TYPING Phone: HArrison 7-4500 
TEMPORARY OFFICE PERSONNEL 


Chicago * New York + St.Louis * Newark * Cleveland * Los Angeles 
Kansas City * Milwaukee ¢ San Francisco 


Surveys of other publics—doctors, 
businessmen, truck owners, moth- 
ers, office girls, teen-agers, etc.,— 
at any time on request. Local, 


state or regional surveys also. 


For more information about this 
inexpensive custom research write 


or call: 


BELL RINGER SURVEYS 


at NATIONAL TELEPHONE ASKING SERVICE 


Your own questions. 

Ask 1, 10, 20 or more. 
Check-box or free-answer. 

Fast reporting on short order. 


One-time or repeat surveys. 
1500 interviews every month. 
National probability samples. 


Choice of four regularly scheduled publics: 
U. S. public in January, April, July 
and October. 


Housewives in February, May, August 
and November. 

Adult males in March and September. 

Car owners in June and December. 


Detailed results by sex, age, occupation, 
region, urban-rural, etc. 


BELL RINGER SURVEYS 


Market Research Corporation of America 


425 N. Michigan Avenue 
Chicago 11, Illinois MOhawk 4-4600 


A MARKET RESEARCH CORPORATION OF AMERICA CLA ANNOUNCES A NEW SERVICE... age 
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And then, when you do get to us, you will have learned 
a great deal about the existence of, or the lack of— 


© Equity in prices. 
Quality Controls. 


* Accurate, speedy reports turned out 
on whichever type of latest equip- 


ment that is best suited to your 
needs. 


¢ The “extras” without cost to you, 
that a responsible service bureau 
must perform to insure the authen- 
ticity of your reports. 


* Gracious treatment from a compe- 
tent organization. 


And we will have gained another client. 


BARNARD, INC. 


THE TABULATING CENTER 


432 Fourth Ave., New York 16, N. Y. 
MUrray Hill 9-6250 
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The Popular Second Edition . . . 


SALESMANSHIP: 


HELPING PROSPECTS BUY 
By C. A. KirKpaTRICK 


Here is a textbook designed as an effective teaching tool in salesmanship 
courses. Opinions of sales executives, excerpts from sales manuals, and illustrations 
integrate the practical with the academic. 


SALESMANSHIP, Second Edition, develops selling as a profession. It trains 
for the type of selling that will be profitable for both the salesman and his com- 


pany. It also emphasizes the importance of customer satisfaction that will mean 
repeat business. 


Thirty-six short cases add variety to the course and give material for analysis 
and discussion. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 


Cincinnati 27 New Rochelle, N. Y. Chicago 5 San Francisco 3 Dallas 2 


and ECO os M we 


IN FLORIDA 
THE SOUTH 
THE CARIBBEAN 

@ Marketing Research 

@ Economic Studies 


@ Real Estate Economics 


@ Management Consulting and 
Industrial Engineering Studies 


Survey — made without ar 
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MIAMI: FIRST RESEARCH BUILDING * 186 S.W. 13TH STREET 
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Specialists 
in Market 
Research 
Tabulations 


A complete 
tabulating service 


JOHN FELIX 
ASSOCIATES 


N c R P ° R o 


3 EAST S4TH STREETe NEW YORK 22, NEW YORK 


PLaza 1-2050 
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HARPER & BROTHERS 


Announces With Pride 
the Publication on January 7 of 


Effective 
Marketing Action 


Edited by Davip W. Ewinc 
Assistant Editor, The Harvard Business Review 


In this new book thirty-nine leading executives and 
teachers of business administration show how dy- 
namic concepts of marketing can be put into actual 
company operation. The focus is on translating 
ideas into action. Opening chapters succinctly out- 
line modern concepts; subsequent chapters review 
in detail their implications for executive action in 
various company departments. Particular attention 
is given to such questions as how to define a mar- 
keting problem, what techniques to use in solving 
it, when and how to use outside agencies, how to 
develop the factual dat: needed, how to report it 
to management, how to plan marketing programs, 
and what changes may be needed in organization 
and policy. A comprehensive survey of the best 
current thought and practice in the marketing field. 
Sponsored by the New York Chapter, American 
Marketing Association. 


Foreword by Donald W. White + 352 pages + $6.00 


Contributors include: 


D. MAYNARD PHELPS 
F. J. BORCH 


- VICTOR P. BUELL 


JOSEPH W. NEWMAN 
H. M. RAINIE, JR. 
DOUGLAS S. SHERWIN 
SAMUEL C. JOHNSON 
CONRAD JONES 
CHARLES E. ST. THOMAS 


; JOHN A. HILL 


G. MAXWELL ULE 
THEODORE LEVITT 
RICHARD J. COVENEY 
JOHN F. MAGEE 
CHARLES H. SEVIN 


' MARCELLO VIDALE 


JOHN VOSS 


| HARRY WOLFE 


CYRIL C. HERRMANN 
ROL H. BROWNLEE 


' ERNEST J. ENRIGHT 


MARION HARPER, JR. 
J. A. MILLER 
GORDON A. HUGHES 
RALPH E. VAN HOORN 
L. E. JOHNSON 
GEORGE T. CLARKE 
B. E. ESTES 

A. ROSS ECKLER 
ROGER C. HAZEN 
DENNIS G. MAXWELL 
HARRIET EDMUNDS 
CLARENCE M. LePEER 
HERBERT A. MORSE 
HENRY BUND 

JOHN G. McLEAN 
CLARENCE ELDRIDGE 
J. A. MclLNAY 


At your bookstore or from HARPER & BROTHERS, NEW YORK 16 
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Reprints of your Favorite Articles from 


THE JOURNAL OF MARKETING 


May be ordered now at $7.00 per copy 


From October, 1957 issue 
Two articles between one cover—$1.00 


“The Use of Structured Techniques in 
Motivation Research,” Westfall, Ralph 
L.; Boyd, Harper W. Jr.; Campbell, 
Donald T. 

“Is It True What They Say About Mo- 
tivation Research?” Williams, Robert J. 


From January, 1958 issue 


“Advertising Effectivenéss—How Can It 
Be Measured?” Eldridge, Clarence E. 
“Marketing and Economic Development,” 

Drucker, Peter F. 

“A New Concept in Gasoline Marketing,” 
McNallen, James B. 

“Motivation, Cognition, Learning—Basic 
Factors in Consumer Behavior,” Bay- 
ton, James A. (Winner of 1958 AKP 
Award.) 


From April, 1958 issue 


“Mass Merchandising and the Agricul- 
tural Producer,” Collins, Norman R.; 
Jamison, John A. 

“Recruiting and Maintaining a Consumer 
Panel,” Allison, Harry; Zwick, Charles 
J.; Brinser, Ayres. 

“The Marketing Structure of Venezuela,” 
Boyd, Harper W. Jr.; Clewett, Richard 
M.; Westfall, Ralph L. 


“The Effectiveness of Pharmaceutical Ad- 
vertising: A Case Study,” Ferber, Rob- 
ert; Wales, Hugh G. 


From July, 1958 issue 
“How to Study Foreign Markets,” Buell, 
Victor P. 
“The Impact of Consumer Premiums on 
Marketing Efficiency,” Beem, Eugene R. 
“How Wholesalers Can Cut Delivery 
Costs,” Snitzler, James R. 

“The Importance of Convenience in Con- 
sumer Purchasing,” Kelley, Eugene J. 
“Certification Marks—Success or Failure?” 

Taylor, Donald A. 
“Weighting Procedures in  Probability- 
Type Samples,” Platten, John H. Jr. 


From October, 1958 issue 

“Social Classes and Spending Behavior,” 
Martineau, Pierre. 

“The Propaganda Function in Market- 
ing,” McGarry, Edmund D. 

“The Changing Farm Market,” Reed, 
Vergil D. 

“The Ghost of Subliminal Advertising,” 
Klass, Bertrand. 

“Do Husbands or Wives Make the Purchas- 
ing Decisions?” Wolgast, Elizabeth H. 
“Barter in Mexican Cotton,” Newcomer, 

Hale A. 
“Evaluating Advertising Appeals through 
Sales Results,” Merriman, James F. 
“Dress-Buying Behavior of Consumers,” 
Jacobi, John E.; Walters, S. George. 


Reprints of alll articles are available at the following prices: 
Black-and-white self-cover 


Single reprint 
Two reprints 
Three reprints 


Four to 99, each 
First 100 
Additional 100’s, each 


$ 0.50 
40.00 
20.00 


(Special prices for large quantities) 
Blue covers (like THE JOURNAL) are usually available on orders of 100 or more when so 
specified by buyer—add 15% to above prices. A quantity discount is also given of 5% off 


total on orders of 1,000 or more. 


Send your order to: American Marketing Association, 27 East Monroe Street, Chicago 3. 
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PUBLICATIONS 


The new introduction to Marketing Research . . . a detailed 


guide to all phases of direct selling and a compre- 
hensive account of all activities involved in 


MARKETING 
RESEARCH: 
Applications, 

Procedures and Cases 


by JOHN P. ALEVIZOS, 
Boston University 


‘THE AUTHOR CLEARLY EXPLAINS 
the scientific methods and pro- 
cedures used to collect, ana- 
lyze, and interpret an increas- 
ingly vast variety of marketing 
information. Using this new 
text, tomorrow's management 
and marketing men meet and 
solve the day-to-day problems 
they will later face outside the 
classroom. By working with 
case studies drawn from the 
files «£ Ford, General Electric, 
Du Pont, and a wide variety of 
other businesses of all sizes, 
Students gain virtual 


duction and definition of mar- 
keting research, its function in 


Sales and Marketing Management 


MODERN 
SALESMANSHIP: 
Principles and 
Problems 


by EDWIN CHARLES GREIF, 
University of Vermont 


A BASIC TEXT FOR ALL COURSES IN 
salesmanship. It stresses the in- 
dividual development and per- 
sonality of each salesman 
through practical application 
of the basic techniques and 
psychological principles of sell- 
ing. It encourages the reader 
to grow through his own cre- 
ative sales thinking and indi- 
vidual self-expression, and 
places emphasis on his perfor- 
mance. Chapter suggestions 
and problems on what to do 
and how to do it, are designed 
to insure active oral participa- 
tion. 


Contents include: The Chal- 
lenge for Tomorrow's Sales- 
man, The Salesman Himself, 
The Company You Represent, 
Customers Have Needs and 
Wants, Know Your Merchan- 
dise, Advertising and Sales Pro- 
motion Help the Salesman, Se- 
quence of Selling, Some Prereg- 
uisites of an Organized Sales 
Preser ‘ation, Locating and 
Qualifying Prospects, Securing 
the Interview, How to Prepare 
an Effective Demonstration, 
How to Overcome Objections, 
How to Close Successfully. 


528 pages 
Published 1958 : 
Text price $6.75 


To receive opproval copies promptly, write: Boz 903 
PRENTICE-HALL, Inc. 


SALES 
MANAGEMENT: 


Decisions, Policies 
and Cases 


by RICHARD R. STILL and 
EDWARD W. CUNDIFF, 

both of Syracuse University 

THIS BOOK GOES DIRECTLY TO 
the core of Sales and Market- 
ing Management, clearly de- 
fining the role of the sales 
executive by treating such 
functions as marketing re 
search, pricing, and distribu- 
tion—as they affect Sales Man- 
agement. With due emphasis 
to managerial aspects, plan- 
ning, organizing, coordinating, 
and controlling are seen in re- 
lation to decision-making and 
policy formulation. 


Here the authors show keen 
perception and skill in treat- 
ing the problems, pitfalls, and 
responsibilities plaguing the 
sales executive in his job. 
Those with little or no previ- 


plete, over-all account of all 
activities involved in manage- 
ment of the marketing func- 
tion. Those who have already 
had training in this field will 
find this book an invaluable 
reference to use in improving 
their performance. 
722 poges 
Published 1958 
Text price $7.95 


Englewood Cliffs, New Jersey 


.| on-the-job experience in solv- 

ing complex problems of dis- 4 

tribution. % 
A flexible three-part organi- 
\ zation makes it easy to plan a 
your semester in one or two me 
term courses. A general intro- — : 
ous training in Sales and Mar- as 

management, and how it pro- that this book gives a com- bs it 

vides guiding data to develop uke 

markets, products, and dis | 

tribution methods is covered og 

in Part I. In Part II the “how ae. 

to” of marketing research is a 

thoroughly examined. More 

than 40 actual marketing case a 

studies are included in Part eee 

10. 

640 pages 

Text price $8.50 Na 


TEXTBOOK OF SALESMANSHIP 


By FREDERIC A. RUSSELL and FRANK H. BEACH, both of the University of Illinois. 
Sixth Edition. 526 pages, $6.75. 


Improved and updated, the revision of this popular text takes into account 
changes occurring in marketing and selling, he contributions of psychologists 
in the application of their science to problems of selling, and the experience of 
those using previous editions. 


MODERN MARKETING: Dynamics and Management 


By HARRY W. HEPNER. 612 pages, $6.50. 


A descriptive orientation to the field which seeks to sharpen the student's 
awareness of the ways in which the principles of marketing function in new cir- 
cumstances. It develops an appreciation of the problems of management in re- 
to modern marketin bY integrating student thinking into the larger 
ramework of management's thinking, policies, and Emphasis is on 
> dynamic forces that affect marketing practi eir basic trends and in- 
uences. 


MARKETING RESEARCH 


By RICHARD D. CRISP, President, R. D. Crisp & Assoc., Chicago. McGraw-Hill 

Series in Advertising and Selling. 798 pages, $7.50. 
This thoroug. and authoritative text provides a general introductory cov- 
erage of the entire field of marketing research. After an orientation, it discusses 
the techniques of marketing research, the problem-solving process, the major 
elements in mark<cting research applications, and looks into its future. Numer- 
ous examples are based on actual practices of well-managed companies. Em- 
phasis has been placed on sales analysis. 


SALESMANSHIP: Practices and Problems 


_ BERTRAND R. CANFIELD, Babson Institute of Business Administration. New 
Edition. 573 pages, $6.50. 


Completely rewritten and reorganized, this practical salesmanship text now 
emphasizes selling techniques—those of sales presentation, including locating 
buyers, planning sales presentations, securing sales interviews, opening sales 
interviews, conducting demonstrations, overcoming objections and closing 
sales. Entirely new sales interviews illustrate the principles in each chapter. 
Numerous charts, graphs and forms used by salesmen have been included, 
along with realistic portrayals of salesmen 2t work. 


Send for copies on approval 


BOOK COMPANY | 


